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SUMMARY OF REPORT. 

1. ‘ It is necessary to raise the standard of living of 
the agriculturist and the agricultural labourer to the 
highest possible level by talcing immediate steps ; (i) to 
increase agricultural production to the maximum extent 
possible and (u) to improve agricultural efficiency in all 
directions, 

2. This calls for a policy of active State assistance 
to agriculture, adequate measures of agricultural improve- 
ment and an intensive programme of agricultural develop- 
ment an'd investment so as to develop the resources of the 
country The resources are sufficiently large to enable 
the I 10 CO >sary expansion in production to take place. 

3. A policy of active State assistance to agriculture 
has been followed in many countries since the depression 
of the, 1930*8. Some steps have been taken m this respect 
in India as well, paiticularly since the outbreak of the 
war. The Government of India have declared in their 
statement of policy on Agriculture and Food that the 
sum of their objectives is an expanding prodnotion and 
consumption and adequate purohasing power in the hands 
of the people. 

4. For achieving this objective it is necessary to have Mttbodg ©f 
a coordinated programme consisting of a number of diffa- 

rent measuros, partly technical ond partly economic, 

.Integrated in a suitable manner. 

5. The technical problem is to secure an inoreaie 
in the productivity of tiie land through an oU-round drive 
for greater efticiency jn agriculture. This calls lor an 

.intensive application of scientific knowledge to agricul- 
ture and a considerable expansion in the noimal research, 
training and extension activities of the central and provin- 
cial departments of agriculture. 

6. The economic problem is to bring about the 
largest increase possible , in the national income from 
agriculture and to secure its equitable distribution. This 
can be achieved bj reduction in the costs of production 
per unit of produce through greater efficiency of produc- 

, tion, adjustment or rout and other charges, grant or subs^ 
dies of various kinds to low-iacomu groups of producers 
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and reform of -land 4onurc. . A .programme of general 
economic development creating fresh avenues of employ- 
ment in large scale and small-scale industries^ supported 
by a monetary policy designed to maintain employment, 
incomes, and purchasing power at a satisfactory level, 
are also essential stops towards securing this end.' Each 
of these measures has its importance and their simultane- 
ous adoption is necessar}'' for the comprehensive develop- 
ment of agriculture. 


'fho ouBo for 

firic#*- 

fixution. 


7. In certain circumstances however it may be neces- 
sary to go further and adopt measures such as guaranteed, 
prices so us to secure compai-ative stability of agricultural 
prices and incomes, in the face of seasonal and cyclical 
fluctuations as well as to establish a ‘reasonable parity 
between agricultural and industrial incomes. The guaran- 
tee of an assured market for agricultural produce at a 
remunerative minimum price constitutes the most direct 
and effective form of assistance. It is an essential part 
of a. nation-wide drive to raise agricultural productivity 
and output. Some of us, in fact, consider that all tho 
other measures combined will not succeed in attaining 
the objectives in view unless the producer is guaranteed 
a remunerative 'minimum price for his produce. 


8, Agriculture involves a high degree of risk, parti- 
cularly under Indian conditions, where it is exposed to 
the vagaries of the monsoon and other climatic factors, 
as also to damage on a large scale by pests and diseases. 
Production is therefore subject to wide fluctuations. In 
addition, the agricultural producer is faced with the risk 
of a fall in prices which may be so heavy as to render agri- 
eulture unremunerative to the majority of producers. It 
essential for the State to take such action as may be 
■"ible to sa^feguard the jjroducer from those risks and 
his occupation less of a gamble. This is all the more 
ry in India agriculture is carried on by a 

mber of s unorganised producers, who 

opt new or invest in improvements 

mselvc- - '^lAities offered by the State 
’■•’ve • le assurance in regard to the - 

ir . , -^uce will fetch in the market. 

. the national agri- 

• muni, potential, connotes an 
there exists under 
ot the supply of the produce 
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concerned exceeding the effective dem&nd, with & come- 
quent fall of prices In the absenoe of 'any effective 
measures to stabilize prices at economic levels, the pro- 
ducer will have to suffer the penalty of receiving uneco- 
nomic prices for the produce he markets, in return for his 
enterpnze m increasing the productivity of his land 
This anomalous state of affairs can be rectified only by 
guaranteeing him minimum floor prices for his produce. 

10. Again, the cultivator has to meet his fixed 
obligations such as land revenue, rent, interest and other 
charges fiom a fluctuating income which m most cases 
IS baicly sufficient for hia subsistence He is therefore 
usually in debt He sticks to his occupation only because 
to him, agriculture is a uaj of life rather than a business 
for 2 «ofit 

11. In these circumstancei, the agricultural producer 
can be expected to co-operate more readily m a drive for 
the expansion of production and increase m its efficiency, 
if he has the assurance that hia produce will m any event 
fetch a price not lower than a 'given minimum The 
incentive offered by the guarantee of a minimum pnee 
IS direct and general in its incidence, is easily understood 
by the producer and evokes his wilhng response Such 
a guarantee has therefore to be an esseotial part of any 
policy of agricultural development 

12. The effective guarantee of a minimum price will 
not only introduce an element of stability in agriculture, 
but will also promote stability in other spboros of econoxmc 
life, and will rssxst m securing a general nse in national 
income The maintenance of the income of the agricul- 
tur st at a satisfactory level will provide a large home 
market for the produt ts of Indian industries and encourage 
their development It will maintain the revenues of the 
Provincial Governments because of its direct effects on 
laid rovonuo and •water charges, and its indirect effects 
on the yield of other sources of revenue It will increase 
the romunerativenoss of public -uorks in the sphere of 
agriculture It will maintain the -xsluo of the only secu- 
ritv that the agriculturist can offer, increase his credit 
and promote the development of marketing and credit 
organisations The guarantee of a minimum price, which 
introduces an element of stability m agricultural incomes 
is thus a measure of pivotal importance for general eco- 
nomic development 



IV 


-- 13. It- ia of co,urse jieoessary to ensure that the 
measures tahen, for the implementation of the guarantee 
are such that the benefits reach those for whom they are 
oiiiefly intended, viz., the small cultivators and agricul- 
tural labourers who are particularly vulnerable to tho 
haaarda of agriculture and who have a stronger claim 
to.^State protection than the bigger landlords. 

14. It is equally necessary to safeguard the interests 
of consumers by preventing prices from rising beyond 
a 'prescribed maximum. In addition to fixing a maximum 
price, the State should give special protection to the more 
vulnerable and poorer classes > of society by granting, 
where necessary, subsidies on consumption. 

15. In short the guiding principle of 'a policy of price 
i^upport should be to fix prices within a range which would 

• be fair both to the producer and to the consumer and be 
capable of being enforced in practice. This will neces- 
sitate a guarantee by the State to purchase all stocks 
offered' to it at the minimum price and an undertaking 
to release stocks at a price not exceeding the maximum. 

16. The adoption of a policy of price support in India 
f should not present serious difficulties. Such a policy 
, is already in force in many other countries such as the 
"'U.S.A., Canada, U.K., etc. The trend of world develop- 
ments is to co-ordinate these national policies through 
international organizations like theF.A.O.. and the proposed 
International Trade Organisation and Commodity Com- 
missioHS in a manner which will reduce undue fluctua- 
tions and tend to stabilise agricultural prices on a 
world-wide scale. 


17. Though our report concentrates mainly on the 
specific problems of price policy, we must emphasise the 
necessity of a simultaneous adoption of a wide variety 
of other measures of agricultural and general economic 
development and a complementary monetary polic 3 ^ 
An expansion of 'gainful employment and an increase in 
real wealth must ultimately result in a ready market 
for all agricultural produce and in a permanent improve- 
ment in the standard of living of the agriculturist. 


Piinciples of 

vio^ 18- ^ fa'll price as we would define it, is such as wovdd 

(ij B’air leave to the producer an income sufficient to maintain him 
piitii. and his family at a standard of life equivalent to that 
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enjoyed by comparable olaBses of the population. Tbie 
implieB that due allowance ebould be made for the coste 
of Buch goods and services as mahe up a reasonable 
standard of living for cultivators as a class. 

19. A fair price should cover the costs of production 
of a producer who represents the bulk of the producers of 
the commodity concerned, t.e., who has a representative 
size of holding and is wholly dependent upon snoh 
holding. The'prioe so arrived at will not cover the cost of 
the marginal producer who may have to be given special 
assistance through subsidies where this is considered to 
be necessary. 

20. Further, a fair price should be such os would en* 
able the producer to pay a fair level of wages to the agri» 
cultural labourer, so that the latter also may enjoy a stan- 
dard of life equivalent to that of other comparable classes 
of the population. 

21. The determination of a fair price thus entails 
calculation of the costs of the different items which enter 
into the coats of production and the costs of living in dif- 
ferent parts of the country. These costB vary widely 
aooording to soil and climatic conditions, crops produced, 
frize of holding and severe! other factors. They can only 
be estimated by detailed and continuous enquiries spe- 
cially planned and conducted with this object. 


22. It is tlierefore necessary to take early steps to 
create a suitable machinery for the collection of data re- 
ta tJifin/i. c/aAtt . "6 

lection of reliable data regarding the yield per acre of the 
principal crops so as to provide the means for aasessing the 
expected progressive increase in agricultural efficiency. 
In the permanently settled areas, early action is needed for 
the collection of accurate data relating also to the acreages 
under different crops. The necessary machinery should bs 
set up forthwith and placed on a permanent footing. 


28. Until the relevant data become available, it will be 
nocoasary to proceed on a less scientific basis and mainti?;n 
agricultural prices at reasonable parity with agricultural 
costs. Agricultural prices refer to the prices received 
by the agriculturist for his produce. Agricultural costs 
refer to the prices paid by the agricoltnrift for the coode 
»nd aervloe. entering into hla cost, of rrcdcctioa and hfe 
costs of living. **«**£> 


{ii) rak 
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24. The moat appropriate way of arriving at auch a 
parity is to- proceed on the basis of the reJationship between? 
the agricultural prices and the agricultural coBts which res- 
pectively prevailed during a particular period in the past 
u'hcn such relationship was commonly accepted to be fair 
to all tho interests concerned ; adjustments should be 
made therein, where necessary in the light of changes in 
the basic factors affecting the costs of production and 
the costs of living. As however comprehensive ' data of 
tiicse costs are not available, it is necessary to work on 
the basis of tho available prices of a' few principal com- 
ponents of these costs. 

25.. For this purpose the prices of cloth, • kerosene, 
salt, gur, sweet oil, iron and steel (representing agricul- 
tural implements), bullocks, manures, oilcakes and fodder 
(representing cattle feeds), and other such items may be 
regarded as fairly representative of the variable items 
in agricultural costs. Suitable weights will have- to be 
attached to these items, depending on the extent to which 
they normally enter into the costs of production and the 
costs of living. Due allowance will also have to be made for 
the fact that certain items in these costs such as land 
revenue, rent, irrigation rates and interest charges ar# 
normally relatively stable in character. 

26, The most suita,ble period in the past for use 
a base-period for purposes of parity is the quinquennium 
1924-26 to 1928-29. The aim should be to maintain the 
same relationship between agricultural prices and the 
index of agricultural costs as prevailed in the base-period 
and to determine the fair prices accordingl 3 \ 

fiJReaM of 27. It maj'- not be possible however to enforce the fair 
prices, prices, so arrived at, because of practical difficulties. 

It is besides difficult to peg market prices at any parti-, 
cular point, as distinguished from pegging them within a 
certain range. The polic}^ should therefore be to fix 
minimum and maximum prices-, on the basis of the fair 
prices. 

28.' The minimum and the maximum prices represent . 
the wholesale prices in the mandis and the market whole- 
sale prices will fluctuate within this range. The prices 
actually received by the producers may be somewhat 
lower, and the retail prices at which the commodity is 
sold to the consumers somewhat higher than the market 
wholesale prices. 



29, In the transition period, during which the controls 
initiated during the war may continue, the minimum price 
should be fixed at not less than the fair parity price and 
all the produce that is offered to Government should be 
purchased by it at that price 

30 In the^iost transition period, when normal supply 
and demand conditions may be restored, the minimum price 
may have to be fixed at a level below the fair parity price 
as indicated m paras 31 and 32 

81. In fixmg the minimum price it will bo necessary 
to take into account the relation between agricultural 
prices and the general level of prices in the country , the re- 
lation between price trends in India and abroad , any 
general assistance given to Agriculture by the State 
through other measures such as subsidies, remission of land 
revenue and other dues, etc , and above all, the financial 
resources available to the State for the implementation 
of the price guarantee 

32 In certain circumstances, it may be considered 
necCbsary as a matter of State policy to reduce the general 
level of prices for overall economic reasons Since the 
prices of foodgraine and agricultural raw materials occupy 
a crucial position in the domestic price structure, a reduc- 
tion in agiicultural prices may be a necessary prelimi- 
nary to a general pnee reduction Should such a reduction 
become necessary, it should not exceed 32i%, te two 
ftnni«sin the rupee of the current fair parity prices in any 
otiu ^ ear, and once a 1 eduction lies thus been made, no 
further reduction should be offoctod during the crop year 

33 The consideration of tho factors referred to in 
paras 31 and 32 mav result in circumsciibmg the prm 
tiple of fair parity prices to some extent and the minimum 
price fixed may consequently be lower than the fair parity 
price In order that a limit tnev bo placed to the reduc- 
tion in the fair paritv price on account of the factors men 
Honed some ofthe members of the Sub committee are of tho 
Men that the luinmium price should not be fixed at a 
level lower than the fair pantj price by more than 12|%, 
while other members of the Sub-committeo are of opinion 
that no limitation should bo placed upon the discretion of 
the price fixing authority m this respect 
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ruarkot prices should under no circumstances^ 

0 pormitied to fall in future below a rock-bottom mini' 
mum lovol. iliis limit is sot by the fixed elements in 
agricultural costs and a fall in the market prices belovr 
this level will ujjsot the economic balance of the country 
side, i- ho sub-committee are unanimous in the view that the - 
Stale should undertake the obligation to prevent prices ~ 
from falling below such a rock-bottom minimum. Some 
mbmbers of the aub-committee consider that this under** 
taking should operate only for the next five years after 
which the position may be reviewed afresh in the light 
of tiie general principles laid down, while other members 
oi tho Bub'committee consider that it should operate as a 
permanent part of policy. As regards the actual level of 
the rock-bottom minimum, some members of the sub- 
committee hold the view that it should be equivalent to 
the average price of the commodity concerned in the prin- 
cipal producing areas,, during the quinquennium 1924-25 
to 1928-29, e.ff, Rs.. 4/8/- per md^ for wheat at Lyallpur 
with prices of other commodities in normal parity mpi it;. 
other members are of opinion that it should be 25% above 
this average, i.e. Rs, 5/10/- per maund for wheat at 
Lyallpur with similar differentials for other commodities.. 

35, In certain circumstances,, a serious fall in indus*- 
trial prices may be brought about by extraneous, factors 
and tho pai’ity approach to the problems of stability in 
agricultural prices may not, succeed in avoiding a parallel- 
fall in agricultural prices. Hence Government should 
adopt a policy of preventing any sudden collapse of indus- 
trial prices. 


(<f) Timrcf 36. The minimum prfee should be determined and 
oiwownc#- announced well in advance of sowing operations. The 
. price so announced should not be changed during the crop 
year. The position should be reviewed and a suitable- 
minimum price fixed for the next year as may be warranted 
by changes in the determining factors. 

(♦) 37. The minimum price for a commodity should^ be- 

diff9r0Tf calculated for the principal producing areas. The mini- 
mum prices for other areas should be worked out. by adding 
to this figure the normal costs of transport, marketing 
and other incidental expenses. 

if) 38. The minimum price should normally be calculated 

diffarm- on the basis of the fair average quality of the product 
Suitable differentials should then be allowed in respect 
different grades and qualities. 
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89, In order to protect the inleroBts of the consninera 
the State should aim at maintaining the wholesale price 
holow a pre-determined maximum. 

40. The maximum price should be based on the mini- 
mum price, making allowance for the normal trade differen- 
tials, the storage charges, and the market fluctuations in 
supply and demand. The margin between the minimum 
and the maximum price should not be so high bb to en- 
courage speculation nor so low as to hamper the market. 
Further the maximum price should under no circumetancea 
be lower than the fair parity price. It should be fixed 
at 25% above the minimum price, or alternatively at the 
fair parity price, whichever level is higher. 

41. Tile maximum price should be announced as soon 
as the crop prospects are known and in any case not later, 
than the beginning of the harvest reason. The price bo 
fixed should normally remain m force for a year and should 
not be altered in the interval. 

42. The maximum price for each area should be fixed 
on the basis of the mirnmum prices fixed for that area. 

43. The maximum price should normally be calculated 
on the basis of the fair average quality of the product. 
Suitable differentials should thou be* allowed in respeot 
of different grades and qualities. 

44. The fixation of a minimum price will require 

that Government should guarantee to purchase all supplies 
offered to it at that price in order to counteract any ten- 
dency for the market price to fall below the prescribed 
minimum. Suitable arrangements should be made for 
this purpose at an adequate nulnbor of important marketing 
centres in the country, witlun reasonably easy access to 
cultivators. _ _ ' i 

45. Xn order to enforce these prices at the minimum 
level, it may be necessary for the State to regulate foreign 
trade (especially imports) by means of tariffs, quotas and 
State trading. Any international commitments under- 
taken by India in the future ehould also be consistent 
with the requirements of price.polioy. In order to ensure 
that the benefits of price-fixation reach, those for whom 
It is intended, it may be necessary to regulate agricultural 
wages and rents. 


(») UftKl. 
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46. The ytato whould have special powers, (a>) to rego- 
Jato ac reage under individual crops in a particular area 
or on ail all-India basis, and (6) to enforce adequate stan- 
dards of land management. 

47. The fixation of maximum prices will require that 
when prices tend to move above the prescribed maximum^ 
the State should provide supplies to the market by sales 
from its own stocks, at a price not exceeding the maximum. 
Suitable arrangements should be made for this purpose. 

- N 

48. In order to prevent the prices from rising above 
the maximum it will be necessary for the State to have 
reserve powers, (a) to requisition stocks, (6) to regulate 
the distribution of supplies, and (c) to enforce control of 
prices by law, in an emergency. 


49. The State -has thus to be prepared to make effec- 
tive both the minimum price. and the maximum price, as 
circumstances may make necessary, and the machinery of 
enforcement should be so devised that it will be capable of 
effectively dealing with either situation. 


60. The success of State Policy in maintaining market 
prices within the range set by the minimum and the maxi- 
mum will depend largely on the capacity of the State to 
influence the supply in the market, by withdrawing a part 
of the supply through its purchases and by adding to the 
supply through its sales, as may be necessary. These 
purchase and sale operations involve the building up of 
national reserve stocks and also the regulation of imports 
and exports. 


, 61. In addition to the reserve stocks which must be 
held by or under the' oontrql of the State for maintaining 
market prices -within the range fixed, regard mi^t also 
be had to the need for making provision for meeting emer- 
gency deficits. Owing to the vagaries of the monsoon, 
abnormal deficit in crop production may ensue in any year. 
These deficits, associated -with famine conditions, cannot 
be met from the reserve stocks built up for the enforce- 
ment of the price policy -without prejudicing its effective- 
ness. As imports to meet such emergencies cannot be 
assured at short notice, the State should hold additional 
emergency reserve stocks for this purpose. 
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52, It will not bo possible in practice to maintain 
two separate reserres, one for tbe enforcement of price 
policy and the other for meeting emergencies. They should 
form one national composite reserve. This reserve will be 
exclusive of the current requirement which will be met by 
current resources, consisting of internal production plus 
^liet imports. 

63. As and'when internal production is stepped up so 
as to wipe out the current deficit which has to be met" ^ 
by imports, the reserve stocks should be biiilt up from 
the internal surplus. In the interim period, the reserve 
stocks have to be built up from imports. 

54. The financial resources necessary for the^ en- 
foroement of price policy may be classified into fitxed 
capital, working capital and operating costs. Fixed 
capital will be required mainly for the construction of the 
necessary storage accommodation. Working capital will 
be required for the holding of reserve stocks, for meeting 
the expenses involved in the turnover and for carrying out 
purchase and sale operations. Operating costs will include 
the interest on the -fixed and working capital, the depre- 
ciation on and maintenance of godowns, the deterioration 
of the reserve stocks, transport and handling charges 
and expenses on account of staff, etc. 

65. The principles referred to above for tbe deter* 
mination of minimum and maximum prices should be 
applied to the principal foodgrains, rice, wheat, jowar and 
bajra. Their prices are likely to influence those of other 
food crops. 


50. There is difference of opinion in the Sub'committee 
regarding the size of the reserve stocks of foodgrains to bo 
maintained for stabilizing prices and for meeting emer- 
gencies. It is felt by some members of tbe Bub-committeo 
that the composite reserve stocks should be of the order 
of IJ million tons, while other members of the Sub-com*. 
mitteo are of the view that stooks of the order of 3 million 
^tons are called for. The subsequent calculations are 
based on stocks of million tons, since the 8ub-oom* 
mittoe are agreed that stooks should in no case be lower 
than this figure. 

57. The location of these reserve stocks will have to 
be determinsd after due inreitigafion. A part of the 


sii 


etoolcs may hare to bo kept in tie surplus produciiis areas 
and a part. at selected ports. Suitable centres for tooatini 
tiese reserves wjll hare to be selected and the actus] size 
ol the storage depots. at eaoi place determined in the 
light of the arrivals of^grain and the normal turnover. ' 


58. Adequate storage accommodation will have to bo 
provided for the reserve stocks. Having regard to the 
arrangements needed for storage and the unequal distribu 
' tion of stocts in relation to available storage accommoda 
tion- as between different centres, it will be necessary to 
provide for an extra margin of storage for half a million 
tons of foodgrains. In other words, if the jeserve stoo 
are niillion tons, it will be necessary to provide storag 
accopiniodation sufficient to hold 2 million tons. 


59. The'type of storage accommodation necessary wii 
depend upon the proportion in which different grains a. 
held in reserve, the suitability of bagged and bulk storay 
for each type of grain and the local conditions in the seleo 
ted centres. The respective advantages of the Khatt 
and the elevator type of storage also need consideration 
The State should construct storage depots for its rese w 
stocks at its own cost, and take steps to secure the cons 
truction of approved types of storage by the trade at iia 
portant centres and by the railways at railway station 
and main transit points. 

"60. Even with the most suitable arrangementc f<3 
storage, provision will have to be made for the reg' 
turnover of the stocks so that they may not deteriora^ 
unduly. The method of turnover needs to be careful 
worked out in the light of the condition of stocks, 

61. The various problems relating to storage should I 
carefully examined in consultation with Provinces, Stat; 
and the interests concerned. 


69, The fixed capital for the construction of godow. 
for two ‘million tons of foodgrains may bo estimated / 
about Rb. 6.2 crorea. The working capital on the basis <. 
an estimated average price of-Rs. 8 por maund ior roser 
stocks of U miUion tons of foodgrains may amount 
Rs. 32 orores. The annual operating cost may be ci-.. 
mated at Rs. 2.67 crores. It ia not however 
estimate the losses which may occur m an effort to m. 
tain the minimum prices ia the event of a world depre.. 
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63. In view of the fact that the arrangements proposed 
will introduce an element of stability in the production 
of foodgrains of the value of Rs. 870 crores, and will 
provide a sense of security in the lives of a vast majority 
of the population, a capital investment of Bs. 38.2 crores 
^and an operating cost of Rs. 2.67 crores a year is a rela- 
^;ively small price to pay, especially as over a course of 

years it may be recovered, in large part if not entirely, 
out of the profits of the operations. 

64. The principles of price-policy recommended by us 

will also apply to commercial crops, but the mode of imple- for commer. 
mentation will have to be modified to suit the special cir- «opa. 
cumstances of each crop. The prices of such crops are 
already being regulated in certain oases, and the existing 
schemes of regulation should be adapted to the principles 
recommended. 

65. The prices of the products of animal husbandry price.poUty 
such as milk, fish and eggs and of other perishable agri* for saTmal 
cultural produce such as vegetables and fruits, should be ijJdSuT 
regulated by the Provincial and State Governments on a 

local or regional basiS, according to the extent to which the 
markets for these products are localised. They should also 
take stops to imprdvo cold storage facilities for such 
products and transport organisations should provide 
refrigerated transport. When these facilities have suf- 
ficiently developed, and the market for such products 
has become more integrated, the question.of the regulation 
of those prices on an all-India basis may be examined. 

66. Suitable ndministrativo and executive maohinefy Admiuli* 
should bo set up in order to carry out the throe-fold func- tratire 
tiona involved, viz., (t) the formulation and laying down w^shinsry. 
of the policy to be adopted, («) the determination of 
minimum and maximum prises, and (m) the enforcement 

of the prices fixed. 

, 07. For this purpose, on all-Indio Agricultural Prices 

i''^3ounoiI should be set up consisting of representatives of 
the Control, Provincial and State Governmentj at minis- 
torial level. It will derive its powers by voluntary agree- 
ment and cooperation between th^ Centre, the Provinces 
and the States. A convention “should be established 
that the rouommondntions of the Council will be imple- ‘ 
monted by the member units. 
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68. The determination of prices is a semi-judioiej 
function and the body entrusted with the work should 
be^distinct from the body set up for the enforcement of 
prices through market operations. The All-India Agri- 
cultural Prices Council should therefore set up tyro bodies^ 
one a Price Determination Commission and the other^ " 
a Commodity Corporation, both working directly under”” 
itself. 


6&. The Price Determination Commission should 
consist of three members including the Chairman, all of 
whom should be whole-time officers. The Chairman 
should possess wide judicial or administrative experience. 
The other members should be persons with qualifications 
in agriculture and economics, respectively. 

70. The Price Determination Commission, after exa- 
mining all the available data, should determine the level 
ftt which minimum and maximum prices should be fixed 
and submit its recommendations to the All-India Agri- 
cultural Prices Council. It should have under it a Bureau 
of Economics and Statistics for the collection, analyeis 
and interpretation of all data bearing on the subject. 

71. On the basis of the recommendations of the 
Price Determination Commission, the All-India Agricul- 
tural Prices Council will fix a set of prices, both minimum 
and maximum, for different crops in different regions, 
taking into account the principle of fairness, the difficul- 
ties of enforcement and other relevant factors. It should 
normally accept the recommendations of the Commission 
unless it considers that there are grave reasons for not 
doing so. After fixing the prices, it will require the 
Commodity Corporation to take necessary executive 
action for enforcing the prices fixed. 

7B, The Commodity Corporation should consist of 
three members including the Chairman. The Cbeirm&n 
should possess wide administrative experience. One of 
the members should have practical experience of commerce 
and business and the other of banking and finance. -i 

7S. , The Corporation will take such measures as may be 
neoessary to make the prices fixed by the Council effec- 
tive in the market. It w^ill regulate imports and exports. 

It will maintain the reserve stocks and ensure therenowai 
of the physical stocks from time to time. It will guaran* 
tee to purchase all that is offered to it at the minimum piio» 



fixed and will undertake to sell from its stocks at %he 
maximum 'price. In practice, it may have to operate 
as soon as market prices show a tendency to move beyond 
the rhnge fixed. It will be free to buy or sell in the market 
at any price within the fixed range for building up or 
turning over its reserve stocks. Subject to these comsi- 
derations, it will work on business lines. 

74. In order to carry out these functions the 
Corporation should have a Board of Directors Consisting 
of three persons including the.Chairman. The affairs of 
the Corporation should be administered by a Manager 
under the general supervision and direction of the Board 
of Directors. There should be a deputy manager in 
charge of each commodity or a group ,of commodities 
such as millets and a deputy manager or deputy managers 
in charge of important functions such as finance, ware- 
housing, imports and exports etc. There should also be a 
deputy manoger in charge of each Regional Office of the 
Corporation. 

An Advisory Committee, consisting of different rep- 
resentitiyes of the dtfferent interests concerned, should be 
set up for each commodity or a group of commodities 
•and for each important function. 

76* The Corporation should carry out its normal 
operations through duly appointed or licensed trade agents 
or through the staff of the Provincial and State Govern- 
ments or through its own staff, as may be found conve- 
nient in each case. 

70. The All-India AgricuHural Prices Council and the 
administrative machinery that it may set up may have to 
intruT consideTrable expenditure in order to eniorce the 
minimum and maximum prices. The financial resources 
necessary for the purpose should bo contributed by the 
participating Governments (Central, Provincial and State) 
in such proportions as may be agreed upon. 

77. The administrative machinery should operate on 
business lines. It is suggested that such profits as may 
be made in the first five years should bo allocated to a 
Beserve Fund while the lossos, if any, sustained during 
the same period should be shared by the participating 
Governments 'in an agreed proportion. In subsequent 
years the Iosbob, if any, should be met from the Reserve 
Fund to such on extent as may be determined by the 
Council, the belanco baing met by oontribuUons from tho 
partlolpatlng Governments in a proportion mutually 
agreed upon. 
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78. The essential preliminary measures for the setting- 
up of the All-India Agricultural -Prices Council and the- 
administrative machinery under, it should be taken without 
delay, so that they may be able to take over 'their responsi- 
bilities at an early date. Some of the preliminary mea- 
sures are : — 

(j) The establishment of a Bureau of Economics ■ 
and Statistics Tor the collection of reliable' data of costs 
of production of crops, costs of living in rural areas, yield 
pejf' acre, etc. . . ■ 

i ■ ^ . 

(ii) The procurement of the necessary quantity oT 
reserve stocks of the foodgrains selected for price-fixation, • • 
viz.f rice, wheat, jowar and bajra. ^ 

(ni) The construction of the necessary storage 
accommodation. ^ ■ 

(iv) The selection and appointment, in collaboration 

with Provinces and States, of suitable trade or other- ' 
agencies for carrying out purchase and sale operations '' 
in their respective areas. '■ • - ■ ■ 

i' * * 

(v) The appointment .of a sta.ff for dealing with other- - 

essential matters connected with the setting up.'of the- 
AU-India Agricultural Prices Council.' ' ' - , 

79. In the meantime, t.e., until the All-India Agri- 
cultural Prices Council is established and the necessary 
machinery set up, the system of work developed by the 
different governments in India, during, wartime should be 
continued, with such modifications- as: may be necessary 
in the light of the principles of policy recommended in this 
report. 


80. Though the price policy is conceived primarily 
in the interests of the actual tiller of the soil and the agri- 
cultural labourer, the expenditure of public funds that, 
it involves will benefit both the producer and the consumer. 
In order to reinforce the pride policy and to ensure that ° 
its benefits roach , those for whom it is intended, the State 
should take such ancillary measures as may be necessary. 
These measures ha/ve been dealt with at length in the 
reports of a number of other committees and commissions, 
but the more important ' of them may be indicated -in 
brief. 



81. Steps should be taken to improve the existing 
system of the marketing of agricultural produce by measures 
such as the establishment of regulated markets, the li- 
censing of dealers, the grading of produce and the develop- 
ment of co-operative marketing, so that the benefits of the 
guaranteed price may not be monopolised by the traders. 

88. The business of money-lending should be regu- 
lated by appropriate legislation. In cases where the 
producer is required to part with‘hia produce to his credi- 
tors, the produce should be valued at a price not lower 
than the guaranteed minimum price.*^ The rural credit 
system should be improved by the extension of co-opera- 
tive credit and the setting up of credit corporations. 
The Sub-committee on Agricultural Finance of the Policy 
Committee on Agriculture, Forestry and Fisheries has 
already made detailed recommendations in this connec- 
tion. 


83. The land tenure system should be reformed where 
necessary so as to give the tiller of the soil security against 
enhancement of rent and other dues, as also against 
ejectment, and provide him with sufficient incentive to 
effect improvements and increase the efficiency of pro- 
duction. 


84. Legislative or other action should be taken to 
secure an adequate minimum wage to the agricultural 
labourer. 

85. The producer should be required to maintain an 
adequate standard of management and utilisation of land. 
The State should acquire special powers to compel re- 
calcitrant farmers and landlords to conform to minimum 
standards of efficiency and where necessary the State 
should take over the land for this purpose. 

86. The State should organise a sustained drive to 
secure increased production and greater efficiency, by 
carrying out anti-erosion and soil conservancy measures^ 
undertaking irrigation works, distributing good seeds, 
manures, implements and other agrioulturarrequisltes on 
a subsidised basis where necessary and providing technical 
advice. 

87. . The excessively small holdings so oharaotoristio of 
Indian agriculture constitute a serious handicap to the 
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90, The success of a programme of development 
depends on the active and willing co-operation of the people.. 
The cultivators should have the feeling of participating 
in a policy which is of their own making and which is not 
imposed from above. It is therefore necessary to consti- 
tute associations representing different agricultural in- 
terests, on a village, tehsil, district and province-wide- 
basis. The organisation should be carefully built' up- 
froin- below, based on the village as the smallest unit. 
These associations should be organically related to the 
formulation and execution of policy and to the exercise 
of the special and reserve powers of Government, so that 
the measures taken may be based on the willing consent 
of the people. 


91. A policy of price-fixation is considered in somie 
quarters to ' be superflous in the belief that the general 
fioaroity of supply v/ill prevent any large fall in agricul- 
tural prices. Although agricultural prices may be main- 
tained for some time to come and the forces conductive 
to a general depression in prices temporarily held in ohecK, 
the danger of a slump in agricultural vnll ar^e 

when oonditionB eettlo down and ouBivetion TOtam9 
to normal in the countries affected by J” 

oiroumstanoes, it mU he unwise to rely upon an automatic 

mZfenaZ if prices in the absence of coherent pohoj. 
mamtenanoe oi in order to 



ab initio Into an instrument of real effectiveness. A 
policy of price-fixation should therefore be adopted and 
the nucleus of the necessary machinery set up, without 
delay. 

92. In the formulation of the programme, the objeo- 
of policy as well as the machinery for its execution 

need to be adjusted to the facta of financial resources and 

administrative personnel. The difficulties arising out of 
these faotors'will be considerable in the initial years and 
hence a flexible programme of action is proposed. It is 
designed to begin with modest and limited aims, and to 
advance in gradual stages to its final objective. 

93. The immediate obJeotiTe should be to fix prices 
at a level which will be as fair as it is practicable to en- 
force, leading up to a level of prices which would be fair 
and equitable. In the initial stage the administrative 
machinery should undertake to support the prices of only 
a few commodities such ai the more important cereals, 
namely wheat, rice, jowar and bajra and the more impor- 
tant commercial crops, namely cotton, jute and sugarcane. 
Then as it acquires experience and trains the necessary 
personnel, it should expand its scope of activity to other 
crops. Ultimately it may take over similar functions 
relating to animal husbandry products. The tempo 
of development from one stage to another will naturally 
depend upon the prevailing circumstances. In order 
that the interesta of the different torritorial units should 
be adequately reconciled, the programme should be im- 
plemented through mutual co-operation on the one hand 
between Central, Provincial and State Governments and 
on the other hand between Government and Trade orga- 
nisations, utilising the normal channels of administration 
and businosB as far as poesible. 

04. The recommendations in, the Report of the Com- 
mittee should form an integral part of a general drive for 
agriottltural and animal husbandry development. They 
should bo considered along with the TMomineadations 
contained in other reports on connected p:obl£ia5, so that 

of them taken together may proride a coaprehensire 
plan of agricultural development. 




INTRODUCTION 


The Policy Committee on Agriculture, Forestry Appomt 
and Fisheries at its meeting held from the 26th ment 
to 29th June, 1944, recommended that Government 
should guarantee to producers an assured market at a 
remunerative price for agricultural produce and that a 
Bub-committee should be appointed to report as to how to 
fix a remunerative/ price for the produce and to secure 
-an assured market for it In accordance with the rccom- 
mendatipn of the Poliej Committee, the Government of 
India appointed a Sub Committee vide Office Memo- 
randum No 28-16/44 P, dated the 23rd December, 1944, 
of the Education, Health and Lands Department. The 
sub-committee consisted of the following — 

(i) Sir V T Knshnamachan, E c S.I., EO .12 
(Cftatrmnn). 

(♦<) The Honourable Mr Hossain Imam. 

(in) Sir Fazal I Rahimtoola, c i e. 

(iv) Rao Bahadur N,E Samiappa Mudalmr, m l c. 

(v) Dr. L C Jam. ^ 

(hi) Mr. Roger Thomas, 0 i e , J r 

(ptt) Khan Bahadur M A Momin 
(vm) Representative -of Education, Health and • 
Lands Department— Sir Pheroze Kharegat, 

0 X.E., 10 6. 

(ix) RepreBcntativc of Finance Department — 
lb V, Narhati Rao> obi , 0 i.e 
(*) Representati\e of Commerce Dv^partment — 

Sir Theodore Gregory, Kt 
(a:») Representative of Planning and Devel-rm^n: 

Department — ^Prof C N Vakil 
(ani) Ropresentativc of Food Depart=_x’ — 

Dr. V. K R V. Rao 

(xiii) Representative of Rc'^ervc Pinl: r ‘ rr£!:i— 

Dr. B K Madan 

(aiv) Rcpresentali^e of tie I-i-rr — 

Sir Richard Allan 

Mr W R Natu, St3t-“ C 

mont of India, Education, 
was appointed Secretary 



2 


Chfinffosin 2. Dr, V. K. R. Y, Eao represented Food Depart- 
wowhor- monfc until the 2r,d Maj 1946 and Tras then replaced by 
Mr, N. G. Abhjankar. Sir Theodore Gr^^gory represen- 
tc'd Co}nmerce Department until tljo 28th September, 
1946, after wliich dptn Mr, B. K. Adarkar appointed 
in his plane. Sir Richard Allan ;>.nd Prof. C. N. Valdi 
ceapnd (o be mnnibor'^ of the C'mimittee on termination 
of their service with tlie Govcriinicnt of Baroda and the 
P. & D. Department, reapec-tively and no fresh represen- 
tatives were appointed in their place. The sad death of 
Khan Bahadur Momin deprived the sub-committee of the 
benefit of his advice. 

Terms of s. The terms of reference of the sub-comhiittee were 

rdornocD. ( o consider (rr) t he pnh)eiples on which producers’ prices 
of agricultural produce, whether crope grown for indus- 
trial purposc.s or food, or the produce of animal husbandry 
of all description should be fixed; (h) the means by which 
such prices can be made effective and an assured 
market be ju'ovided, and to make I’ecommendations, 
The Rub-eorainitteo was to report on its terms of 
reference in relation to conditions in the post-war 
period (t) in which a substantial measure of Govern- 
ment control over the procurement, distribution and 
prices o' conimoctities exists and ''•h') in which such contro’ 
has been relaxed or aboiisned and normal ^rede ind 
marketing conditions bare been res ored 

Meetings. 4. The first meeting of the sub-comm] tee was held at 

New Delhi on the 9th' and 10th of March, 1945, 
when the C’ommittee discussed the plan^ of its work and 
drafted a questionnaire to be circulated/to (t) the Frorin- , 
cial Governments, who were asked to consult all important 
interests within their Province, (n) bodies like the Indian 
Central Cotton and Jute Committees, trade associations, 
Chambers of Commerce and other organised bodies who 
were likely to he interested and (m) important persons 
whose opinion was likel}^ to he helpful. The second 
meeting of the sub-committee was held at Bombay on the 
7th and 8th of May, 1945, at which there was a mutual 
interchange of views among the members of the sub-com- 
mittee, on the different questions raised in the questi- 
onnaire circulated, and certain very tentative conclusions 
were arrived at. The third meeting of the sub-committeq 
was held on the 17th and ISth September, 1945, at New 
Delhi at which the issues involved were considered further 
in the light of the report of the Famine Enquiry Commission 
and the replies received to the questionnaire. In accor- 
dance with the general trend of opinion revealed during 
the discussions in the meeting, the Secretary prepared a 
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to express our- thanks to the officials of the U. S. Depart- 
ment of Agriculture and the Ministry of Agriculture in 
the U. K. with whom our Chairman had useful discus- 
sions and who supplied us with relevant literature. . 

8. We are conscious of the delay in .the submission 
of our report. As a result of the varied experience and 
outlook in our membership, there have been fundamen- 
tal differences of approach and opinion amongst us on 
the many aspects of our difficult problem. The delay has 
been due to our anxiety to evolve an agreed practicable 
scheme for the solution of a problem which we consider 
to be one of the most crucial in the economy of the 
country, affecting the lives of many millions. We wish 
to make special mention of the valuable assistance given 
by two of our colleagues Mr. N. G. Abhyankar and 
Dr. B. K. Madan in 'preparing our report. We regret 
that some of the original members of the sub-committee 
have not remained with us till the completion of our 
work, for reasons already stated. 

9. We desire to record our warm appreciation of the 
services rendered to the sub-committee by our Secretary, 
Mr. W. R- Natu. The subject of our enquiry has been 
one which has hitherto received comparatively little 
attention in India and he had to devote much thought 
and research to the 'measures of price stabilisation 
adopted in other countries so as to prepare memoranda 
on the question of their efficacy for the use of the 
sub-committee. There has also been the work of collating 
information on problem's relating to agriculture in India, 
on which we have drawn freely in formulating the 
scheme suggested in our report. Finally, there has 
been the work of preparing a draft report, for our 
approval. Mr. Natu has discharged these difficult duties 
with great ability. - 

10. We also wish to express our thanks to the staff 
under the Secretary, in particular to Mr. J. S. Raj, who 
has been closely associated with the work and to the 
stenographers and other staff who have cheerfully put 
up with long and inconvenient hours of work. 
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Tht Need for State Asaistanec to Agriculture. 


11. During world war II, India experienced an ingubility 
unprecedented shortage of food, leading in some areas ot the food 

• to actual famine. The immediate cause of the shortage economy- 

the cessation of rice imports from Burma, amounting 
to about 2 million tons annually, which played a dis- 
proportionately significant role in the dietary of certain 
vulnerable sections of the population in Bombay, Madras, 

Travancoro and Cochin. The basic cause underlying such 
difficulties, however, is that even at the best of times 
agriculture in India is a gamble on the monsoon rains. The 
yearly crop is Bubjcct to large variations in yield. To 
take one instance, the domestic production of rice, has 
varied during the decade 193C-37 to between 23.8 

million and 32.4 million tons*. Although the aggregate 
production of cereals does not show a variation of the 
same range it remains true that the year-to-year fluc- 
tuations in th* production of crops in India introduce a 
great deal of instability into the 'bod situation. 

12, The outbreak ot war and the conseqnenl dis- Deficicney of 
location of the means of transport no douni intensified prodoo^on. 

. to some extent this inhoren c weakness of the f od economy, 
but judged by any nutritional standards the prevailing 
conditions even in times of peace have always been 
bordering on famine. It was estimated by Sir John 
Megaw in 1933 that only 39 per cent of llic people of 
British India were adequately nourished while 41 percent 
came in the category of ‘ poorly nourished ’ and 20 per 
cent in that of ‘very badly nourished*. There is no 
reason to believe that the position since then has 
improved. The fact is that the production rf food 
has not kept pace with the increase in population.. 

The area sown per head oi the population has declined 
from 0.90 acres in 1911 to 0,72 acres in 1941f and there 
has not boon any ' general increase in the yield per 
acre. 

13. In view of the deficiency in agricultural TMpeja of 
production relative to the requirements of a growing popu- prodaction. 

* lation, the necessity ofsccuring an expansion of production 

is obvious. The Memorandum on Agriculture and Animal 
Husbandry prepared by the Imperial Council of Agricul- 
tural Research sets out, ns the goal of agricultural* 

"Vood Btkliitie!! of Indit, StatemKii N*. XIV. 

|The comp*fiaon refers to British lodia, oxtlading Indian States 
¥id$ Fftoiin* Kaqoirf Co-oxiussion, Final B^pert F. 78. 
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the potentialities of increased yield from existing cultiva^ 
tion are considerable. The average yield per acre 
practically for every major crop in India is known to be 
amongst the lowest in the world. The irrigated area 
is estimated at only about 23% of the total area sown 
and the rest depends upon the vagaries of the monsoon. 
Tho only manure customarily used is farmyard manure 
and even this is used only to a small extent, because 
most of it is needed for domestic fuel.' The area brought 
under improved varieties of different crops was in 1938-89 
only about 11. 2%t of tho total area cultivated. Besides 
the immense scope for development by the utilisation of 
improved seed, manures and water, considerable im- 
provement will result from improved cultural practices, 
protection of crops from pests and diseases, and a wide 
variety of other measures. The potential increase in 
wealth that may be expeett^ from an efficient system 
of agriculture has been picturesquely described by 
Mr. MacDougaJl in bis Note to the Central Banking 
Enquiry Committee in the following terms ; “ If the 
output per acre in terms of wheat were raised to that of 
Franco, tho wealth of tho country woifld he raised by 
£069,000,000 a year. If tho output wore in terms of 
English production it would bo raised by £1,000,000,000. 
In terms of Danish wheat production, the increased 
wealth to India would be £1,600,000,000,” 

18. Tho importance of undertaking large-scale mea- 
sures for the improvement of agriculture is being realised 
of late and most of the ‘Plans’ before the public provide 
for considerable capital investment in agriculture. Tho 
Bombay Plan and the I, C. A, R. Plan, both of which 
cover a period of 16 years, contemplate an investment 
of Rs. 846 crores and Rs. 871 crorcs, respectively. The 
Gandhian Plan aims at an investment of Rs. 1,176 
crorcs over 10 years and tho Pcoplo’e Plan, which is tho 
most ambitious, provides for a capital expenditure of 
Rs. 2,796 crorcs in 10 years. Tho plans include in their 
compass, a wide variety of projects such as those of irri- 
‘gation, land reclamation, anti-erosion, drainage, fertiliser 
manufacture, cold storage and laud nationalisation. 


16. In spite of tho largo potentialities in increased 
crop production, even tlie bare requiroments of the popula- 
tion have unfortunately remained unsatisfied hitherto. The 
targets of production calculated on the basis of standards 

t Worbod oat from tb« tsbl* ewea ia ITAmioo EaQvIrr 
P. ICJ. 
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by creating fresh nvcnncs of employ ment for the popnla- 
, lion juw surplus on land, and increasing the demand 
for ngricnllnral products through a rise in the national 
income. lt> is liou'cver essential to lake more direct 
jncasurcs to secure ilic vado{)tion of inoro intensive 
ngrieuliure on a scientific basis, and the State should 
launch an intensive 3>rogrammc of agricultural invest- 
ment and development, directed towards improving 
efficicnej*, increasing production and raising the stan- 
dard of living of the agriculturist and tho agricultural 
labourer. 



Chapter II* 

Survey of State Aid to AgricuXturCi 

21. It. Ib manifest that agriculture cannot be estab- 

lished on a remunerative basis by the unaided efforts of the 
agriculturist himself. Until recently, however, the prin- 
ciple of laissez faire dominated State policy and most 
Governments did not look ^th favour upon a policy of 
economic intervention. The cost-price structure was 
considered to be the result of the market forces of supply 
and demand which reflected the capacity for production 
and the consumption requirements. It was only by 
giving full scope to the normal inter-action of these forces 
that the maximum interests of society were believed to 
be beat safeguarded. The automatic adjustment of do- 
mestic prices by the forces of supply and demand and the 
automatic adjustment of international prices by the inter- 
national gold standard constituted the shcot-anchor of 
the economic system. It was ignored that while agri- 
cultural prices wore loft to be dotcrniincd by the autor 
matic working of market forces, agricultural costs were 
already being determined by administrative measures, to 
the eartont that they included such fixed charges as rents, 
land revenue and irrigation rates. The fact that these 
items, once fixed, remained relatively unchanged for long 
periods of time, imparted an clement of rigidity to costa 
while the prices remained free to fluctuate in response 
to slight changes in supply and demand. ' 

22. Tho world depression of the thirtioB impelled 

a change in outlook, Tho depression affected all 
countries and all occupations, resulting in widespread 
unemployment and distress. “Serious though was tho 
material privation and want that unemployment fre- 
quently entailed— the undernourishment and mal- 
nutrition, tho sacrifice of small comforts, tho loss of 
homes representing the accumulated savings of years — , 
this was perhaps not so important as tho moral and 
psychological cost — the helpless feeling of insecuritv, 
tho anxiety regarding tho future of dependants, the finis- 
tration of idleness, tho sense of counting for nothing in 
tho community* While the depression affected ^ 
countries, its impact was particularly severe cn rr?-- 
dominantly agricultural countries, where beesnse cf 'tn? 
relative scarcity of capital and land, a efi 

producers live at or near subsistanco Inrel emr. i nimmal 
times. Tho steeper fall in the juices of sndriiinr-LOTird? 
relatively to those of industrial good?, 
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The measures designed to raise prices have also been of 
two types, some acting directly on the price'’ them- 
selves and others acting primarily on the conditions of 
supply and demand and indirectly influencing prices 
The fixation of prices was under the sole control of the 
State in certain countries while in otliera, the producers 
had a share in influencing the decisions of the State 
‘‘“In certain cases , as in the marketing schemes in the 
United Kingdom, the State simply authorised the pro- 
ducers to fornl groups and imposed the decision of the 
groups on the community The fixing of prices could not, 
however, continue to be effective for long unless tho 
prices fixed reflected the actual conditions in the market, 
and measures had therefore to be taken to influence tho 
conditions of supply and demand m such a way that tho 
prices legally fixed v ould be maintained in actual practice 
In pursuance of this objective, buffer stocks were orga- 
nised either directly by tho State and State sponsored 
organiaations, or through tho channels of trade itself so 
as to maintain a balance between good and bad years 

26 Though tho specific measures taken have differ- 
ed m character and had to bo adapted to varying reqmre- 
ments, a policy of active State intervention in agri- 
GuUuio has been common to all In tho United States of 
America, tho Agricultural Adjustment Acts of 1033 and 
1938, and the Soil Conccrvation and Domestic Allotment 
Act of 1936 inaugurated an era of conscious adjustment 
of agricultural production to demand In Canada, tho 
Dominion Government init.atcd a market stabilisation 
programme through a central BclUng agency in 1920 when 
the Provincial heat Pools found themselves m diffi- 
culties and these measures, though avowedly of a tem- 
porary character, continued till 1936 when tho Canadian 
Wheat Board was set up In Australia, the Federal Wheat- 
growers Relief Act n as parsed in 1933 setting aside a 
special fund for granting assistance to wheat growers, 
60 as to maintain a guaranteed price of 3sh Cd per 
bushel of wheat at seaboard In Neu Zealand, in 1936, a 
minimum price for butter fat manufactured into butter 
and cheese was guaranteed In countries which were 
normally deficit m production, tho measures adopted were 
designed to restrict imports and encourage domestic 
production Franco, Germany and Italy, increased their 
tarrifs, tightened up their quota and exchange reatne- 
tions, and subsidised domestic produces Switzerland 
dovised a sjstcm of prito guarantee* ard miliicg premia 
which timbkd her to raise 30% of cer wheat require- 
mcula from withm tho country and to maintain 
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domestic price of wheat at a level three to four times 
the world price. Even in the U.K., the traditional 
home of free trade, marketing hoards of producers were 
set up for different commodities, with power to function 
as a monopoly for purposes of purchase and sale. The 
Wheat Act was also passed in 1932, fixing a standard price 
for home-grown wheat and making good the difference 
between this and the price actually received, by special 
deficiency payments, 

26. As to the success of these measures, different 
opinions are expressed. The following is the general 
verdict of Mr. Lamartine Yates in his book “ Commodity 
Control ” : — 

“ The best proved capable of liquidating large 
surplus stocks and prevented the re-accumula- 
tion of fresh ones, though after 1933, the 
economic environments helped them consider- 
ably. They gave a much valued sense of secu- 
rity to producing ' countries ; they claimed to 
have put a bottom in the market and in fact the 
‘boctom’ in many instances turned out to be 
a 'highly remunerative price. Nevertheless, in 
doing all this they incurred the suspicion of 
having indulged in monopoly practices, of 
having devised restriction with the object of 
pegging prices at a high level and .of having 
allocated quotas so as to give high cost pro- 
ducers a ‘fair’ share of the market. The truth 
is that the schemes were endowed with far 
less power than they needed, if they were to 
operate successfully and yet •with far more 
power than could safely be entrusted to a body 
of producers, or producers’ representatives, or 
producers’ Governments’ representatives. ” 

In “ Economic Lessons of the Nineteen-thirties”, issu- 
e4 by the Royal Institute of International Affairs, the 
particular recovery which did take place in the XJ.S.A. 
is attributed directly to the expansionist measures of 
the New Deal. 

“ For it was the Governments’ net contributions 
to consumers’ purchasing power, which were 
directly responsible for the rise in consumers’ 
demand. They also prove beyond any doubt 
that a policy of Government deficit expendi- 
ture, even if that expenditure takes the form 
of distribution of money directly to consumers. 
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' '< rather than of public investment expenditure, 

'• can lift an economy out of a depression.’* 

The measures adopted in the U.K also are stated to 
have “on the whole succeeded in restoring a fair degree 
of prosperity to most branches of British Agriculture. 
Output rose by one-sixth and the prices of nearly all 
‘‘^products were considerably higher by 1937.” With 
respect to the charge often made that these schemes 
resulted in more evil than good, the same publication 
says: — ^ 

“ It is true that the attempts of national Govern- 
. 4 ments during and after the depression to protect 

their domestic economies and national econo- 
mic interests by uncoordinated and too often 
, short-sighted actions have often merely increas- 

ed these maladjustments. But this by no 
means proves that, m the absence of any inter- 
national system for the coordination of national 
policies to take the place of the old Gold Stan- 
dard mechanism, any alternative policies 
would have achieved better results. ” 

That measures improvised during a period of acute 
difficulty should have jiroduced undersirable consequen- 
ces in certain directions is only to bo expected; what ia 
remarkable is that they did succeed to a considerable 
degree, in pulling the economy out of the depression and 
setting It on the road to recovery. 

27. The essence of the policy, iiowevcr, whether it 
expressed itself through one type of measures or other 
was that the State took upon itself tlio respoiisibih'ty for 
establishing prices at a level, uliich would be remunera- 
tive to the producer mid bo within the means of the 
consumer. Experience had showed tliat isohted action 
in the market proved ineffective and IcJ to-an 

improvement which proved to be .Lort-hinl cr to 
lasting dibaster. Tbeie was a growing that 

it was not sufticient inertly to i.nilj-nJV ?c::plv and 
demand but that the av.uhble £>upf’v * ..i. f tobecana- 
liscd by active intervention into art: -rf-te chancels 
of demand. The State thertfere h f ;a, as the 

obvious agency, to control tl e irilslej in tH 

homo niaiLct on the ojid hand izrernational 

commerce on the other. —rrjlz: c:‘ -redc^t:?’ 

called for compt.iiv4tica to -r-Czi 
of buffer stocks Ar 
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problem of ways.and means and of the allocation of grants 
could be solved only through State agency. In many 
cases, the State discharged its functions through the 
agency of separate autonomous organisations so that 
effective^ supervision could be maintained over the utili- 
sation of grants and the financial burden of the policy 
could be clearly assessed. 

India in the 28. In- this context, if tve look to what happened 
world dft; in India during the depression, we see a dismal picture. 
prfliKon. steep fall in agricultural prices in India ‘as a conse- 

quence of the depression is clea-rly seen from the following 
table : — 


1 




Index Numbers of Wholesale Prices in Calcutta. 


(1929—100) 


Year. 

Cereals. 

Oilseeds. 

Juie Hatv. 

Cotton 

1929 ' 

100 

100 

100 ; 

100 

. 1930 

80.0 

82.3 

66.3^ 

62.3 

1931 

62.4 

52.9 

51.5 

56.8 

1932 

54.4 

49.0 

47.3 

63.0 

1933 

52.8 

47.7 

43.2 

64.8 

1934 

55.2 

59.3 

41.0 

60.0 

1935 

60.0 

69.0 

52.6 

63.4 

1930 

63.2 

65.2 

52.8 

61.0 

J937 

81.6 

1L2 

69,0 

61.0 

1938 

67.6 

68.3 

51.6 ' 

46.9 

1939 

68.8 

68.3 , 

84.2 

51.3 


By 1933 and 1934, the prices of most commodities were 
reduced to half their 1929 level ; and though they recovered 
thereafter to a certain extent, the recovery was uneven and 
unstable with the result that even in 1939,priGes were consi- 
derably below their pre-depression level. The fall in the pri- 
ces of Avheat and rice was particularly disastrous as these 
prices influence the x>i'ices of other foodgrains and, the 
total acreage under foodgrains amoxmts to about 80 per 
cent of the total area under cultivation. In the case of 
• commercial crops, the fluctuations in prices were even 
greater beca,use these crops were subject to changes in 
international demand. According to an estimate made 
in the Beviev/ of the Trade of India, the value of 
principal crops in British India declined from Bs. 1,021 
crores in 1928-29 to Bs. 474 crores in 1933-34. Thus 
between 1928-29 and 1933-34, the value of these crops 
declined by 53.6% which may be taken as a rough 
' measure of the fall in the purchasing power of the 
agriculturist during this period. 
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29 The fall in puces of primary goods was larger 
han that of manufactured goods This disturbed tho 
)nco structure and the ©conomy of predominantly agn 
ultural countries like India The terms of trade-^wero i 
Itered to the disavantage of India, as can be seen from 
he relative trends of the prices of imported goods which 
re mainly manufactured and the prices of exported 
joods which are mainly agricultural 

IKDBX 2IUMBBB 07 IMFOBT AKD CXFOBT FBIOBS 


Fear. 

Exports. 

Imports. 

1929 

100 

100 

1930 

81*9 

02 8 

1931 

67 9 

78 8 

1932 

56 6 

81 9 

1933 

64 6 

75 8 

1934 

64*1 

71 8 

1935 

69*9 

71*8 

1936 

68*9 

71*8 

1937 

615 . 

84 0 

1938 

69 9 

83 6 

1039 

61 6 

80 5 


While the foU in prices of ezpoits was of the order of 
15 9 per cent between 1929 and 1934, the fall m the 
prices of imports was only 28 2 percent over that period 
rho recovery m the prices of exports was also much 
dower andxn 1939, while the prices of imports were 10 5 
p«r cent below the pre depression level those of exports 
were still 38 6 per cent lower This disparity m the fall 
of prices further reduced the purchasing capacity of the 
people and adversely affected their standard of living 
As Sir George Schuster, the then Finance Member of the 
Government of India, remarked * India felt the seventy 
of the fall in tho case of what she bad to sell but did 
not obtain a corresponding advantage of the fall m 
prices of what sho had to buy” From 1930 onwards the 
economy was maintained by exports of gold on a 
considerable scale thus compensating for the heavy 
decline in the balance of trade m merohandiso by the 
export of treasure ^ 

30 The agriculturist was particularly hit because 
while tho collapse of prices out-^nto his -tcoipts the 
mcidonco of his obligations m tho shape of Uud toveuut 
rent, mtoroat chargua etc remamod normal^ unalttred 
oxvopt for such romibsions of taxation as were granted 


He iiad to sell a larger proportion of hia produce by 
cutting ills own consumption and expand production 
wherever • possible so as to maintain his income. 
Unemployment and poverty amongst, the villages was 
beyond description. The peasantry had to sell such 
capital as they possessed in the form of land and orna- 
ments and contracted fresh debts as long as lenders were 
willing .to lend. With falling prices, the value of land 
which was the only security they could offer also 
declined and credit dried up, 

31. The effects of the depression were more severe in 
India than in other countries, both in the depth of the fail 
in prices as well as the period over which it lasted'*'. 


ii?DBS Niimbbb oj? Wholesale Peioes. 


Tear. 

India. 

Calcutta. 

U. K. Board 

of Trade. 

• 

U.8.A. 

Japan. 

1929 

100 

100 

100 

100 

1930 

82 

'88 

91 

82 

1931 

68 

78 

77 

70 

1932 

65 

70 

60 

77 

1933 ' 

62 

70 

69 

91 

1934 

63 

78 

79 

92 

1935 

65 

79 

84 • 

94 

1936 

66 - 

83 

S5 

97 

1937 

73 

96 

90 

118 

1938 

68 

91 

82 

131 

1939 

77 

91 

81 

140 


The Indian Price level fell by 38 points in the worst 
year of the depression vrliile the prices in U.K, iCll by 
24 points, in the U.vS.A. by 32 points and in Japan by 
30 points. While the worst was over in the U.lv., U.8.A. 
and Japan by 1934, riidian prices continued to lemain 
'depressed practically till the outbreak of the svar. In a 
sense, conditioii.-? in India never rcfovcred from tin 
depression as such,, and but for the supcriuipo.'>itjori oi 
the affect.s of war-lime cxpatiiJon of currency^ ii i-‘i 
doubtful if tliey would have recovered at ail. Kveu ultcr 
the outbreak of the war, 'it look three yvuv.-i hvfmo Indian 
prices ro.se to tlu' prt'-dep}<'.--'sioii level. 


32. One of the main tea.stuj.- foi ihe 
ractor of the di-pjessiou in Indie, is lu 


p.foh'iUrtt. d cha- 
!te foianl ;u !fn 


•itepoft o;i Currency <m<J Finaaev, 1S37,C>. 
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negative character of State pobey While other Govern 
ments were taking active measures for raising prices and 
mafntaimng purchasing power State pohey in India 
concentrated on remission of taxation and retrenchment 
of public expenditure The total Provincial expenditure 
on public works deohned from Ra 872 lakhs in 1929 30 
to Rs 578 lakhs m 1932 33 Until 1937, when popular 
ministries took over control in the Provinces, few 
attempts were made even £o reduce the fixed charges of 
the farmer by scabng down debts or lowering rates of 
interest or by declaring a moratorium The Government 
of India imposed protective duties on wheat and wheat 
flour and negotiated the Ottawa Pact, embodying the 
principle of Imperial preference but little was done b^ 
way of monetary policy to lift the economj out of the 
depression There was some slight relief when the U K 
went off the Gold Standard and the rupee, linked to ster- 
ling, automatically depreciated in terras of gold, hut the 
sterling link prevented the rupee depreciating to a level 
where it would have significantly influenced the price 
level India participated m the international restriction 
schemes for tea and rubber, and attempted to persuade 
the domestic oultivatora to restrict the cultivation of jute 
m order to support the prices of these commodities 
The only instance of direct action calculated to maiatam 
the incomes of agricultural produceis however we s the 
enforcement of minimum prices for sugarcane In 1934, the 
Sugarcane Act was passed which empowered local 
Government'- to declaio onv area a controlled area 
and to fix the minimum price of sugaroano within that 
area The U P and Bihar Governments thereupon 
fixed minimum prices for sugarcane bR'^ed on a sliding 
scale van mg with the p''jce of sugar realised by the 
mills in each fortnight of the u orking season Even 
after the popular ministnca verc formed in the Provm 
ces, on positive measures for maintaining purchasing 
power wore adopted during their brief tenure of office 
and tho^ concpiitratid on a jirogrammo of legislative 
measures for conciliation of dt bt regulation of money 
lending and interest rates, and reform of tenancy and land 
revenue Thus the penod of the depression which marked 
the beginning of a new era of state responsibility and 
planned as'-istniico in other countries is cliar ictcmed 
in India onlj by a eontinunxico of the old limopohc 
Ia»55e3/atre, except for a few feeble att< mpts at contro* 
India perhaps was one of the few countries in the w-'-ld 
where 80 httlo positive action was taken bv the Sts*<=- 
to meet the duprossion. 
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33. Even in countries where measures of State 
infcrovenfcion in agriculture were adopted, they were not 
the rcHuit of any deliberate policy based on definite 
objectives but w'ore temporary expedients improvised 
pioco-meai to deal with sudden emergencies under the 
stress of popular pressure, 'j’he poverty and unem- 
ployment generated by the depression "were so widespread 
and persistent that no responsible Government could 
fail to take remedial action except at its own peril.^ 
As the depression spread from one sector of ^the 
national economy to another, efforts had to be made to 
_ patch up the situation and localise its effects. As a 
result, each country in due course had under operation 
a whole facade of controls which were forced upon the 
State by the sheer pressure of circumstances. They were 
brought on by the emergency; and it was fondly ho'ped 
that they would soon disappear with the emergency. 
They were essentially temporary measures of relief and 
salvage, designed to be withdrawn when conditions 
returned to normal. 


34 . In actual fact, conditions never returned to 
CoQtion- normal. Though the depression in many countries 
reached its bottom in 1934 the recovery was so slow and 
rtaJoa^’ protracted that any abandonment of State assistance 
measures, would have reversed the tendency of recovery itself. 

The emei'gency measures therefore continued in 
operation, even after economic conditions had turned 
the corner, with the object of accelerating the pace 
of recovery. Besides, the withdrawal of State control 
was not a practical proposition in the absence of an 
international understanding which would promote 
orderly world economic development. The atmosphere 
was already clouded by the growing political tension 
which was pointing unmistakingly towards an early 
flare-up, 


Policy After the outbreak of the war, various measures 

daring of State rotervention already in existence had to be 
war-time, welded into an efficient instrument for the prosecution 
of the war. The regulation of agricultural prices became 
one aspect of the general regulation of economic life, 
and aimed at securing the fullest utilisation of the 
productive resources in the war effort. Apart from the 
demand for raw materials essential for the produc- 
tion of manufactured goods, the increased production of 
food and its equitable distribution became matters ^ 
of fundamental importance. Besides the problems of 
feeding the armed forces, an adequate supply of food 
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to tho civilian population was an essential condition in 
the maintenance of general morale. With- growing 
public expenditure and expansion of currency, the major 
problem in' the* sphere of prices . was to maintain 
prices which will be high enough to evoke tho desired 
quantity of production and yet low enough to place tho 
essential foodstuffs within the reach of the ordinary 
consumer. The situation fikd to be tackled by a variety 
of measures including the fixation of minimum and 
maximum prices, the subsidisation of the cost of living 
and the rationed distribution of food. 

36. In the TI.S.A., tho price policy was executed by 
tho Office of Price Administration, the office of War 
Food Administration, the Commodity Credit Corpora- 
tion and other agencies of the State, In Canada, the 
scope of tho activities of the Canadian Wheat Board 
was extended to include other .commodities, special 
product boards wore set up to handle particular com* 
modities, and a number of procurement bodies were 
created to effect purchases on behalf of the different 
ministries in tho U.K, In the U.K., the Ministry 
of Food acquired a monopoly over practically all 
imported and homo produced foodstuffs and while pro- 
ducers’ prices were maintained high enough to stimulate 
production, tho coat of living was held at a reasonable 
lovcl by a policy of subsidies* 

87. The outbreak of tho war Involved India in 
grave difficulties. Firstly, tho loss of export markets 
created a serious situation for Indian staples. The loss 
of trade with Europe alone amounted to over Ra. 30 
ororos or l/6th of her total overseas trade. 
Groundnut, juto and cotton were the commodities most 
affected. The '•entry of Japan in the -war further 
closed tho door to about Rs. ll crores worth of raw 
cotton. Stops had to bo taken to find alternative 
markets for these products or to reduce their produc- 
tion, if their prices were to bo protected from collapse. 
Secondly, there were tho difficulties arising out of tho 
shortage of food which bocamo partic^arly acute 
after tho entry of Japan in tho war and tho fall of 
Burma. Thirdly, there were tho problems arising out of 
tho atratogio position that India occupied as an impor* 
tanfc base of supplies for tho Allied forces. 

38. After Iho entry of Japan in tho war tho 
food situation bocamo grave,' and measures had to 
bo improvised to meet tho omorgenoy. The groving 



oxp&iiBioii of cnrrency was^ resalting in soaring 
pricoB, and. ths situation was aggravatod by 
speculation in^ the^ stock and commodity markets, 
transport difficulties and lioarding. ’Prices were 
no longer the outcome of the forces ’ of supply and 
demand and were powerfully influenced by adminis- 
trative action. The Stale was compelled to 
intervene actively in the economy of the country, and a 
complicated machinery for legislation of production, 
movement, distribution and consumption of different 
types of produce gradually came into existence. A 
statutory wheat price was imposed by a notification in 
December, 1941. This caused an artificial shortage of 
wheat and the notification was withdrawn in January, 
1943. Attention was later concentrated on the enforce- 
ment of statutory maximum prices which were to be fixed 
for each crop season on the basis of a fair- return to the * 
cultivator. As a result of the Kharif Prices Conference 
held in January, 1944, maximum prices for jowar and 
bajra in the primary wholesale markets of surplus millet- 
producing areas were notified. Soon after, acting on the 
recommendations of the Price Advisory Committee which 
was set up in the Pood Department, statutory maximum 
prices for wheat, barley and gram were also fixed. 
Subsequently, realizing the importance of assuring a fair 
minimum, to the cultivator, the Government guaranteed 
to purchase all wheat of fair average quality offered in 
the assembling markets of the Punjab, U'P. and Sind at 
Rs, 7-8-0 per maund. In May, 1944, a similar guarantee 
was extended to all jowar and bajra offered in the main 
producing areas, at the floor prices of Rs. 6-8-0 and 
Bs. 6-0-0 respectively throughout British India, except in 
Bombay where special prices were announced. Since 
then, "the Government of India have endeavoured to keep 
prices within a range fixed by statutory maxima and 
minima, combined with control of procurement, move- 
ment and rationing. In addition to controlling prices, 
both the Central and Provincial Governments have 
encouraged agricultural production by direct subsidies - 
for the supply of seeds, manure, irrigation wells, etc., under 
the ‘Grow More Pood’ Campaign. Among Commercial 
crops, prescribed price brackets have been operative in 
respect of cotton, jute and sugarcane, and Government 
have undertaken to support cotton prices by a buying 
programme when they threatened to fall below the 
guaranteed floors. Thus, during the war, state policy 
in India comprised a wide variety of measures in the 
sphere of agriculture, constituting an important step in 
the direction of planned assistance to agriculture. 
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“30 It Is in tKo light of this history of State po, 
assistanoe that future policy has to be decided sut 
A policy of maintaining a stable price level camo to bo 
forced upon the State as a goal of economic policy 
only ^unng the wqrld depression when unemployment and 
distress reached limits which no Government could 
look upon with equanimity Before recovery was 
complete and the policy could bo reconsidered, the 
war iTitrevened and it had to be orientated to 
wards the requirements of the prosecution of wai 
Now that the war has ended, the policy 

has to be refashioned to meet the changed requn’emonta 
of the post-war period 

40, The immediate problem is one of effecting a 
smooth transition of the economic system from a war to 
a peace basis with the least dislocation and with 
the withdrawal of all unessential controls. The 
war itself has let loos© forces which make for 
inatabiUty in the post war world and if unemployment and 
depression aro to bo avoided poUcics must be devised in 
advance Apart from the physical devastation suffered 
by a number of countries, even the relatively prosperous 
areas will find that many ludustrica which have built 
up owing to the shortages induced by war time conditions 
can no longer bo maintained The problem rf fitting 
tconomies which have tended to grow more and moro 
self sufficient into a pattern set by the dynamic 
development of world forces is bound to bo 
painful and protracted It s bkely to bo rendered 
ovoa more difficult by tho problem of re settling 
miUlons of cx soldiers and /by tho political and social 
chaos that still obtains in largo areas of the world The 
torces making for a depression are already struggling to 
break loobo and will strain the resources of the State to 
tho fullest if they arc to bo held in chock 

41. Even apart from tho problem of preventing 
serious dislocation during tho transition, the United 
Nations aro committed to tho long term objectivo of 
maintaining full employment and raining tho standard of 
living of their people Tho tifth claubo of tho \tlantic 
Charter recogmsts tho object of “securing for all, impro 
ved labour btandarda, economic advancement, and social 
security “ Tho Final Act of tho United Nations 
Conforonco on lood and AgiicuUuro also tocommouds 
that 


tho Signatory Governments al ould affirm * 
principle of mutual respoi I li y « 
ordmiUd action, (tf) to promote the 



moat advantageous employment of their own 
wid aJJ other people and a general advance in 
tho standard of living, thereby providing for an 
increaso in ' both production and purchasing 
power, and (b) to promote the un-interrupted 
and most a<dvantageou8 use of 
agriculture a,nd other material resources for 
the establishment of an equitable balance bet- 
ween agriculture and industry in the interest 
of all.” 

The implementation of these responsibilities involves 
the consoious regulation of economic forces in the same 
way as did the prosecution of the war. 

42, That the different nations are conscious of their 
postwar responsibilities and the measures necessary for, 
their fulfilment is clear from the announcements of policy 
that havo been already made. The Steagall Amendment 
and the Agricultural Adjustment Act of 1938, as amended 
in 1942, have already assured the farmer in the U.S.A. 
of substantial aid in supporting prices, since the prices 
for several commodities are to be supported at not less 
than 90% of parity for two years after the cessation of 
hostilities. President Truman in his annual message to 
the U.S. Congress, delivered in January, 1946, has also 
declared that the Government must assume ultimate 
responsibility for the econoiiiic health of the nation 
and has enunciated two major objectives of agricultural 
policies firstly, to assure the people on the farms a fair 
share of the national income, and secondly, to encourage an 
agricultural production pattern that is best fitted to the 
nation’s needs. The Canadian , Government have 
passed the Agricultural Prices Support Act in 1944 
under which a Board has been constituted with pov?er to 
support the prices of all agricultural products, either by 
purchasing such produce at prescribed prices or by 
paying to the producer the difference between ithe 
prescribed price and the average market price. In 
prescribing prices, the Board is required to endeavour 
to ” ensure adequate and stable returns for agriculture 
by promoting orderly adjustment from war to peace 
conditions ” and, “ to secure a fair relationship between 
the. returns from agriculture and those from other 
occupations Even in the United Blingdom, where 
agriculture may not be relatively as important as it is 
in the primary producing countries, the ^ Government 
have declared that they propose to establish a system 
'of assured markets and guaranteed prices for the 
principal agricultural products of the country as aii ■ 
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essential and permanent feature of their policy The 
farmers are to be apprized of the minimum prices for 
livestock milk and eggs three to four years in advance, 
and fo^ cereals, potatoes and sugar beet well before the 
time for sowing As a corollary to the assistance 
extended, the Government would expect proper manage 
ment and equipment of agricultural land and would ^ 
permanently retain powers for direction supervision and, 
in the last resort taking over possession of land 
The Food and Agriculture Organisation and the United 
Nations Economic and Social Council also have under 
consideration a plan for setting up a World Food Board 
with powers to regulate production prices and stocks and 
the proposed International Trade Organisation contem- 
plates the setting up of special commodity commissions 

43. In India also, the reports and policy state f’oil 
monts JBBued during wartime both by official and 
non official bodies have displayed an increasing 
awareness of the necessity for adopting similar policies 
The Food grains Policy Committee, the Bombay Plan, 
tho Famine Enquiry Commission and the Polic} Com- 
mittee on Agriculture Forestry and Fisheries have all 
stressed the necessity of a policy of State assistance to 
agriculture with a view to safeguarding the position of 
the cultivator and ensuring the requisite expansion of 
agricultural production After considering the various 
suggestions and recommendations made, the Government 
of India have announced an All India Policy for Agricul- 
ture and Food, stating in detail tho objectives aimed at, 
tho measures contemplated and tho respective roles of 
tho Central and the Provincial Goverumoiits in their 
execution After outhniog the various measures that 
should bo taken to acliiove tho objectives, tho important 
general principle is laid down that proposals will ho 
judged not merely on tho basis of tho direct financial 
return, but that full account will be taken of tho indirect 
economic and social benefits to tlio country as a whole 
Tho statement is also noteworthy for its recognition that 
ono of tho cardinal objectives of State pohey is “to 
secure for agricultural produce an assured market at a 
price remunerative to tho producer and fair to tho 
consumer”, and for including iii the programme of action * 
such economic measures as may bo practicable for “the 
regulation of prices, so as to ensure an adequate return 
to tho cultivator and a fair pneo to tho consumer 
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<'!hodi, oj Sidle, Aesisiancc. 

'i-i. hi oed.T L{i ciehloyo the objectivetj of oxpandin 
agrii'iili '.ii’al profiafiioji and placing adequate purei)asin 
po'Ut-r in (ju> iuiiidM ol the cultivator, it will be ncccssvry 
for (ho feiiitc to initiate u, programme of coordinated 
devclopni.'Uii cmidnaing td a number of different measures 
iiitegriiiod in a. snitciulo manner. While this much is 
comniu/i gi'oiiiui, fJierc i.s dilierGiice’of opinion as to the 
iiiotliods 'i'iiiich arc* ino.-^t ‘appropriate for ensuring 
increased production. It is therefore necessary to 
exaniino the different methods of assistance in the 
context of the (.‘nvironmeatal conditions so as to^ assess 
wliieli of them -will lead to the most effective attainment 
of the objecLivea aimed at. 


45. I’ho desired expansion of productioii cannot 
fully be achieved without measures which will secure 
efficient unit-! of production and -wide application of 
improved fanning technique. Such measures will be 
adopted only if it is economically worth while to do so. 
The measures of assistance must therefore cover both the 
technical and economic aspects of the problem. 
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46. The technical problem is to secure .an all-round 
drive for greater efficiency in agriculture with a view 
to increase the natural productivity of the land and the 
yield per acre, through the application of the fruits of 
research to the specific problems of Indian agriculture. 
Three stages are usually distinguished in this connection. 
The 'first is to extend our scientific and technical 


knowledge through research on subjects having a 
bearing on agriculture. The second is to test the useful 
results of research on a fall scale under local farming 
conditions. The third is to secure the adoption of the 
improved techniques on a country-wide scale by the 
cultivator. In other words, 'scientific research work, _ 
agricultural experiments and extension activities should 
be fitted into a comprehensive plan of action. Miieh 
work has been done in India with regard to each of these 
aspects. Agricultural research in this country received 
a fillip in the first few years of this century, when the staff 
of the Agricultural DeiJartments in all the Provinces was 
strengthened and a number of Agricultural Colleges 
and Eesearch Stations including the Central Research 
Institute at Pusa were established. The next important 
land mark was the establishment in 1929 of the I.G.A.K, 
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which was designed to assist and coordinate agricultural 
research in India and to act as a clearing house for 
information regarding research on agricultural and 
Veterinary matters generjally. By 19.^57, the activities 
of the I.C.A R. had advanced to a stage rt which Sir 
John Hussoll could say that the gieat need was for “a 
fuller U6^ of existing Iniowdedgc rather than the 
accumulation of more knowledge”, for “work on the 
cultivators’ fields rather than in the laboratories.”* 

47. Ihogress m the other two stage'’, viz., experi- 
mental and extension work has been much less rapid. 
There are a numiicr of experimi n^’al ‘Stations scattered 
ovei the country, but doubts have beep expressed as to 
whethoi tlicir work has been fiuitiul Jair John Russell 
has pointed out tlmt their work \/a‘^ trtciucntly diffused, 
confined too much to the laboretory aud the pot-culture 
house, and almost always re.stiuted to the cxpciimental 
elation. It 18 also generally reiogiu'-eit that the exten- 
[loa of the roPuHs achie\ed on the exjurrutiital stations 
to the fields of the culthators lias rarelj proceeded with 
'jufficieut speed But there is no uoubi that an appreci- 
able amount of n oik has been done on the ].uiciy technical 
probloma of Indian agriculture, nml the t further pro- 
gress in thiaiegard depcnd'i on u i\l®nsion of tho 

normal actuities of the Central end ihounfiri Pepart- 
meuts of Agijculturc The vnvT in’il* h tb’s can bo 
done have been indicated ir a iiuu.K* ci r«(eid reports, 
particularly in tho ICAR Men', i dnm on the 
Revclopmcnt of Agriculture and Au.’n»l pn Jindry in 
India and tho report of the Fajiuno I:h|uitj Commission. 
While wo do not feel called upon to mpko detailed 
recommendations on this subject, we dr.aw attention to 
this aspect of tho problem because the desired ospausjon 
in production cannot bo expected to matorialiso without 
tho widespread adoption of improved farming technique. 

48. As no have pointed out earlier, technical im- mv 
provoraenta must bo economically feni-iMc, beioro they non 
can bo expected to bo adopted by the vilhgcr The bier 
cultivator will be induced toiavcbt his funds in these 
improvements only if the resulting incrtaso'm output 
will more than compenbate him for his additional outlay, 

49. A reduction m tlie costb ciui however bo brought 
about by o variety of iiicthous. Tho requirements of iic 
tho cultivator sucli as feed, manure, impioiiifuts, etc. 
can bo provided at a pneo below cost, tbo difference being 

•a report oa the work ct tbo I.C.A.B.— fiir John 


ucYUopmont. A reduction may be effected in 

SUt'o by deUberate 

falftto action. With a given price for the final product, 

l..»o rediictionB in cost will improve the net income of 
tno tanner, encourage saving and lead to 
oilic iency of production." 
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50. The method of reducing the cultivator’e ooets of 

pi oduction by granting subsidies has been tried in varioui 
parts of India. MostPi'ovincial and State Agriculture Dep- 
artments have from their inception evolved, various imp- 
roved varieties of seeds for distribution to the^ cultivators. 

, Tho subsidized distribution of improved-'seeds has been one 
of tbo important. measures adopted under the present ‘Grow 
More Food’ campaign, which also includes subsidized sale 
of oilcakes, fertilizers, compost, bone products, etc. to the 
oultivatorfl. There is no doubt that by the provision of 
different facilities bke seed, manure and water at a price 
below cost and by directly undertaking operations for 
bunding, erosion control, etc., the State can influence in 
a positive manner the direction of development. A 
system of differential subsidies can .secure the 
diversification of crops and promote greater stability in 
the economy. A subsidy may also be granted for carry- 
ing out particular improvements, or for -conforming to a - 
pattern Of production set by the State. Such .subsidies 
have been extensively used abroad, the most outstanding 
being the acreage payments made to farmers in the U.K. 
during the war for bringing grassland under the 
plough, and the rewards paid to U.S. farmers by the' 
Agricultural Adjustment Administration for following the 
prescribed soil conservation practices. In India also, the 
method has been utilised to some extent during the war 
by way of acreage subsidies to the customary growers of 
short-staple cotton who diverted their land to the 
production of food crops. 

51. The method of subsidies- has the advantage 
firstly that the c'ost is definitely knovm in advance and 
in fact determines the size of the subsidies granted, and 
secondly, that the assistance granted is definitely related 
to the manner in which it is utilised. A system of 
subsidies is of particular importance in a country like 
India, where the cultivator needs direction and guidance 
as to the methods he should adopt im effecting impro^- 
ments The fuU benefits of subsidies will however be 
realized only if they reach the actual tiller for specific 
purposes. This will require a large and complicated 
administrative machinery for adjusting the amount of 
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lenefit to the needs of each cultivator, checking state- 
nents and arranging for payments. Even in its initial 
tages, the Agricultural Adjustment Administration in 
he TJ.S. A. employed no less than seven thousand officials 
.t headquarters alone merely for scrutinising claims and 
ssuing cheques. This illustrates the difficulties of using 
he method of, subsidies on an extensive scale, 

62. The other method of reducing the costs to the 
iuUivntor has also been used widely in India. Remissions 
Df land revenue in times of failure of crops UaA e been a 
normal feature cf the revenue ; yatem and tonerc-iions 
regarding Wiilcr-ralcs have been widely gianted during 
;he ‘Grow More Food’ campargn. In Sind, a sliding 
jcalo system of land rcveiuie asGCssiuciit is iu force, 
rho scope for silch adjustments is however limited, since 
lortain items of costs axe already elastic to some extent, 
[nsomo parts of the country, rents arc peiil in kind, and 
to that extent pdcc-changes do not affect their incidence 
on the cultivator. Wo do ndt v/i&li to miniraiso the 
.mportanco of such adjuijtmcnts of costs as a method of 
protecting tho cultivator, but wo feel that they can only 
lavo 0 . palliative effect. In theliature of tho case, dowu- 
vard adjustments in these demands can only be carried 
mt 2 )ost facto, as falling prices are notcadly prccjictable. 
Che adinmistrative machinery bus proved itself none too 
irompt in granting remissions of land revenue, and 
lOntinuoua adjustment of rents to changing jirioes may 
kCt as a deterrent to investment in land and lead to an 
ncroaso in litigation. 

C3. Apart from tho specific methods of reducing 
.he coats of agriculture diccuetod above, there arc certain 
'cneral economic measures rvhich have ividespread inci- 
lenco and therefore ha^e a hearing on tho position of tho 
igriculturist as well. Tho improvement of marketing and 
ho establiahment of regulated markets will enablo the 
lultivator to obtain a larger share of tho price paid by 
ho consumer. The regulation of money-lending and tho 
irgnnuation of credit fucihlics will encouiugo worko of 
and iinprovoment by making finance avnilalde at a low 
ost. The reform of tho systems of laud tenure will <iivo 
. feeling of security to tho mltirator and the regulation 
if wages to the agricultural labourer. Tho ( izo of lidding 
s another factor which greatly affeils output; it 1.1 
;encruUy !)cliovcd Uiat tho present averogo ‘•izo is tco 
iinall and that an increase m the size of'holdinpM will 
cad to more efficient production. The'o men<nre.'i .nro 
1(3 doubt of great importance to tho prosperity .of tho 
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cultivator, and wo diacusH thorn in datail in Chapter X of 
our report. 

1 f of ogricidfciirc is closely interre- 

lated with tile t nt industry and any mcusiires which tend 
to ijji-p up a hi/'h iovel of industrial employment and 
meomc v>j 11 have iavourablo rcjjercussions on the agri- 
cu];iH"d eccitoray by relieving pressure on land and 
in<Tot'"i;)g (he d-nnend for agricultural produce. The 
dcvelopuu'nt of l-rgO'Seah* end sincJI-scale industries must ^ 
ilhu'i'foro f-;o hv.nd in bend witli iigrieadfcurrd development, 

A proe'iamino of public works, such as roads, railways, 
irriguiioa seheisifrf etc. ia also of great importance, as it 
aot.s ;'s pump -printing devdec and stimulates private 
invi'stiiicnt. 


65. U is ob vi'uts, in the light of what has been said 
above, that the pru.'.pcrity of agriculture depends on the 
economic -situation a.i a v.diolc and no measures of assist- 
ing ag:ic'jhiii'e cm succeed unless they are integrated 
into tb(- genei'al fdan fur ceonomio dovolopment. From 
t]iis]‘'Vi ' kT vie w,'tho. monetary policy of the country 
assunns speeiti importaiue. The monetary policy, 
through ii lluonce on tlw rate cf public borrowings, interest 
ratv'.'-' an ' optni markcl operations in seruvities, layuiates 
the vomme of ci-rrtucy and influences the general level of 
prices'. A clieap nionoy policy stimulates measures of 
economic development, both public and private, while 
a tlcrr moupy policy retards tliem. Even if particular 
mcaMU'c s of development may start in spile of unfavour- 
able iuon.-lary conditions and pcrhaixs proceed up to a 
pciiK, they can bo uiLimatcly sustained only It the luone- 
tiiry j ( hty is of:', coii-plemc-ntary ehaiacter. It is neces- 
sary tlnrcfcuo to loilow a monetaiy policy winch is 
calenhlcd to ir-aintaln prices, employment and incomes 
at rutibfactory kvols. 

50. Bat though an appropriate -mcnetary policy is an 
indispener.Me instrument for seeuring a geneiel economic 
expansion, ii needs to be reinforced by measures of a more 
direct cbewacter. A monetaiw policy can only have a 
passu e iufinc nee on the inducement to invest. Actual 
investment is influenced by factors of a more iirdetei- 
ruinate cliaracter and the psychological factors are often 
such that investment does not actual!}’ result even 
though the monetary conditions niaj' be favouiahJo. Yihjle 


mohelary policy must continue to be the instrument lor 
acting upon the ixrcomes of all clashes of peox->lo, special 
mcaeums have to bc.trkcii for acting upon the incomes 
of particular classes and particular sectors of the economy. 
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In tho caso of agriculture, in particular a more frontal 
attack IS called for and specific measurus have to bo 
taken wluoli ^ould have a direct effect on tho level of 
agricultural costs and incomes Though the lasting 
success of such individual measures will ultimately depend 
upon the pursuit of a complementary monetary policy 
which alone can sustain them they have great value 
m transmitting the impact of pobey to a sector which 
would otherwise prove difficult to reach 

57 It 18 within a framework of general cconomio N«c 
development,, therefore that a programme of active for « 
State assistance to agriculture embracing the various 
methods described above bas to bo pursued Each of 
these methods ha'j its own merits and dements, as wo 
have pointed out and m a well organised system of 
assistance all must have their appropriate place and no 
one method can be adopted to the exclusion of others 
Any one method may play a significant role within tho 
bmits of a fairly prosperous economy when all that is 
needed IS a mild regulation and t} o provision of fresh 
incentives m a few well chosen directions Where tho 
problem as in India today is one of salvaging and *• 
revitalizing an economy which has suffered for generations 
from neglect, nothing less than a well planned and 
thoroughly integrated combination of all typos of 
assistance will be of real value 

88 Tht measures of asMslanto which wc have 
discussed ‘>0 far are on all fours wit 1 thee whicJi are rtti% 
customarily adopted n tiuraeof mdustneg Industries tom 
arc also gnen a«'>i tame tho State to ffeet iirprovc 
nicnts m U chnc'’! mctlw <1*^ de'^igneu to reduce the cost per 
unit In certun circuin'-tai it'^ tiic\ are aho ^.ranted irljef 
in taxation and •uil ^idic*? Ii lustrial procperitc al'-o is 
generally u cof,! «;rd to I'' d l>‘i lent on » pohc^ of nianx 
taming inucln mg j >wc piicm and incom s a* a atia^ 
factory le\ el Tanff pr teetion la equalh ip| hcablc to 

agricultun and industr\ and has been u cd widely m 
Europe be t\ ten tlK v its as i metho I of a islanct to 
agricuUurc Ihonith d 6ofirdc«:ci»bcd tlcjcl rc n crch 
provide for oquaUt} ( f tnient between agriculture and 
industry ami ucc^niro tint the pio-spent of a^tnultun 
ib 0 imiortint than the prosperity of induatrv 

59 nrr of opinion however that m r ‘ -5 

tcct the interests of agnci Iturc 1 1 im f 
18 ncci sary to further than is le oa. w < 
jnimif icturiiir? inclii‘?f r <• TJ t tfi it ' 


industrios. Firstly, agricultural production is inelastic 
in cliaractor in the sense that the supply does not and 
cannot fall rapidly in the same proportion as the fall in 
market prices. Since the producer depends for his own 
employment and his own consumption on land which is 
his only cajoital, he has to continue his production under 
all circumstances and cannot respond to a fall in prices ' 
by a rapid reduction of supply. On the contrary, sinceJ^ 
ho. depends for the supply of his other requirements on 
the income he obtains by the sale of his surplus produce, 
a reduction in price actually calls forth from him an increas- 
. ed supply in the market at the .cost of his own 
consumption, in his effort to maintain his total cash 
income. Secondly, nature plays, a dominant role in 
determining the quantity of agricultural produce. The 
agriculturist is at the mercy of" climatic factors over 
which he has no control and a timely vain or an untimely 
frost can make all the difference. Thirdly, agriculture 
is a biological industry and cannot Close down. 

A manufacturing plant can be shut down and restarted 
a year later, but a farmer cannot stop feeding his cattle. 
The turnover of capital in agriculture is extremely slow, 
the results of capital expenditure are apparent only after 
a long time and in the meanwhile the capital equipment 
has to be kept in use even if the returns do not cover 
the costs. Fourthly, the difficirlties are accentuated hy 
the well-known fact that agricultural costs generally lag 
behind prices. While prices Tall in response to bumper 
crops or slack demand, the costs are to a large extent 
rigid and cannot be adjusted downwards except after 
considerable resistance and delay. Finally, agriculture 
being carried on by a large number of small producers 
scattered all over the country, the producers remain 
unorganised and powerless to deal with unforeseen 
disasters. The degree of risk involved in agricultural 
occupations is so high that it is beyond the capacity of 
the individual producer to shoulder and it is indeed 
fortunate for the community that he undertakes 
production at all in the face of such risks and maintains 
the supply, .of essential commodities even in the absence 
of financial . incentive. The peasantry carries on the 
’essential service of production in good as well as bad times, 
and is therefore entitled to protection from society. If it 
is the duty of the producer to 'continue to produce in 
orderthat the nation may not be starved of its basic needs, 
it is' also the right of the producer to demand that he bo 
maintained in conditions of at least moderate security. 

The peasantry ii the backbone of the economic system 
and on its survival depends the stability of society. 
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60. It must therefore be recognised that agriculture 
IB entitled m a sense to preferential treatment in view 
of itB greater susceptibility to seasonal and cyclical 
fluctuations and the weakresses in its price structure 
Since on account of its special features agriculture is at 
times placed m a position of disadvantage vis a tis 
industry, it is necessary to provide for measures winch 
will restore the balance promptly In certain situations 
therefore, it may be necessary to aUer deliberately the ratio 
between agricultural and industrial incomes in favour of 
the former This has to be done in practice by adjusting 
the tempo of increase m agricultural and mdustr al 
incomes in such a way as would olo^o the gap. 

61 An offeotivo increase m agricultural incomes can 
be secured m the long run only by raising the physical 
output per acre in relation to coats In order that "i dnvc 
for this purpose should secure the full and enthusiastic co 
operation of tho producers, it is eesontial to prov de them 
with a sense of security by undertaking measuree of pi co 
support In practice, therefore, a policy of price support 
IS a prohminary to the maintenance of agricultural 
moomes 

62 A policy of price support can bo implemented in 
directly by stimulating tho demand of copsumfrs threush 
tho grant of consumption 6ub^ldle^ ^ilndic for roo 
sumption, however share the men's, and drmcn s of 
eub«iidie8 for production, since thej create tbf* usuii 
difficulties which are implicit m tho arljiistment of the 
magnitude of assistance to the req urements of tho 
beneficiary and In pa'-tiOular cill fo i huge n enmory 
for their distribution Besides, it has boon fo ind by 
experience that consumption eub^uliCo uro moio effective 
when given at tho stage of the sale of tho jiroccsatd 
product rather than at tho stage of primary oroduction 
Subsidies aro given to processors and m ordt r tliat their 
benefits maj bo passed to tho primary pnduur-,, the 
processors aro required to p y remunerative prices to 
tho primary produceis In efftet, th«r<ftro consump- 
tion subsidies for processed commodities iiuolvo dirccl 
price guarantees to the primary producer 

63 Another method of indirectly securing to tin 
firmer th« benefits of stable return for hu produce 
tho grant of dcficioncv pajraent In o usu llj 

tho form ofpaamcnts per unit of produce sold, o to 
make up for any Rhortfall in market privcs In rtahtv 
therefore di fu u nc\ paj ments aro only sub idica m ar 
othoi form, tha differenco being that thoy aro dytcrminod 
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not in arl%'nnco Imt A tha onti of tho ^ear when the differ- 
earn u'tn -on the market prices ,.rd theriesired uom can bo 
''a culated. ii.diuemv paymcnis, thor* -fore, involve not 
only ii vast .uinuniMrni-ivo njnc}iii..jy for cheoking the 
plsvtenn'nth made }>y prorij;c< f-i xegerJmg the acreage bowh 
nj .tliom an(i (ho xi-inonnt of prnduco soM, but also the 
udteriainatioE of appropriate levels of prieca on the basis of 
fioijie atandurd foruiiila. The advantage claimed for this 
inothod is that fcbo scale of a nee is correlated to the 
needs of each individiial furvicj:. For instance, to tlie ext- 
ent that an individual farznor is able to secure a price in 
the market which approximates to the price considered 
appropriato, the deficiency payment', aro automatically 
reduced. On the other hand, it ^uffara from the disadvant- 
age that the inngnitudc of che peymeiits end their burden 
to tho State are not known in advance. Besides, it does 
not create the samo psychological sence of tecurity and' 
optimism that is created by a price-guarantee. 


64 , Consumption Bubcidies and deficiency payments 
aro however only indirect mefhoda of assuring the 
' farmer a remunerative price. Many countries have 
therefore considered that it is far simpler to go to the 
root of tbo matter and give direct price-guarantees 
to the farinor.v This necessitates that the State should 
make arrangements through its auLhorized agents to 
purchase produce from any person who -wiBhos to sell 
it at the guarajiteed price, so that if he cannot get 
that price in the market he will get it from the State. 
In some cases, the State gives a loan against the produce, 
the produce being valued at the price which vhe State seeks 
to maintain. If the farmer can get a better price in the 
market, ho soils the produce and repays the loan, keeping 
the difference. If on the other hand, a better market 
price is not obtainable, ho turns over the produce to the 
State and gets the loan cancelled. This variant ^of the 
method has been extensively used in the U.S.A. by the 
Commodity Credit Corporation, .and it has the advantage 
that the State can postpone taking physical possession of 
tho stocks and may even succeed in avoidiiig it 
altogether. The principle however is tho same; it is 
that of assuring a certain price to vhe producer, by 
taking over the produce itself if necessary. 

66. The assurance of snob a guaranteed price is m prac- 
tice the most effective method of maintaining agricultural 
incomes. A known price is a thing which the agi’iculturist 
readily undei'stands. It has greater significance to him 
than any deficiency payment that he may hope to get later. 
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The price gurantee extends an assurance to the producer 
that he can alnays depend upon receiving a price not 
below the level guaranteed and gives him a sense of 
stability and secu’^ity which cannot but influence his 
decisions of luvestraent and production The guarantee 
of a mimmum price for even a singl*^ season is of 
inestimable value to the agricultural producer, since he 
knows in advance of his plans what he may safely look 
forward as a return for his labour The wide range 
over which prices fluctuate m the market 13 the greatest 
single factor restriotivc of agricultural development and 
a narrowing of that range with a floor below the market 
prices immediately creates the conditions necessary for 
a gene e .1 expansion A guarantee of minimum prices u a 
general measure of agricultural ase stance as distm 
guishcd from the selcc ive assistance given by subsidies 
The effects of such a guarantee permeate the whole 
economy, whereas measures such as subsidies oUv 
achieve the particular object aimed at Subsidies can 
bo effective only when -the general economic environ- 
ment is favourable and all that is nccesBcrj IS to remedy 
p particular situation When however it ir a general 
expansion that 10 aimed at, a guarantee of muumum 
prices 15 the mbst effective measuro to adopt. 

60 Some of uo in fact considei that oven If all the 
other mer ures of State usaislanco described by us are 
pu* into effect simultaneously they will not succeed 
in attainirg the object in view unless the producer ig 
alco guaranteed a romune-ative minimum price for 
biB produce This view is based on *he experienoo 
that tho combined effect of all the other measures ig 
swept away at one stroke if piicca fall below remu 
norativo lovols 

67 It IS true that m theory a fall in prices may bo 
counter-balanced by reduction in costs, subsidies, etc 
but in Indian conditions, m vi w of the rigidity of 'fixed 
items of costs such as rent and land revenue, and the 
unlikelihood of subsidies being given on an adequate 
scale, there is a case for holding that if prices fall the 
effect of such a fall will moro than off get that of all 
tho other palliatives combined tf this happens 
marginal land will go out of cultivation and production 
will fall Although this tendency cannot go on indofiui- 
tely, smeo tho cultivator s own needs will compel him 

to cultivate a minimum quant ty of land it ir, obvioudv 

undesirable to risk a decrease m agricultural pioduction 
It 10 on these grounds that some of us fee] the* all other 
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will }io in vain unless minimum prices are 
U Inl.- i )! fif us are not prepared to go to this 
0 ngth, v,\- are agreed that minimum price-guarantees 
-ojKsr-tut, the most important single measure of State 


cua,s; -;ui) tno most import 

istsm e to ngriouliure uad their absence rrill militate 
against the benefits conferred by other 
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A\t' aru rrinforerd in tin’s vierv by a consideration 
oi t he sj^Ovdal nt t. ds .-f Indian cultivators. Agriculture 
in th’si eounti'}', tvon at the best of timeSj is a gamble on 
ihe reins jjn.d other eiimutio iuctors. In addition, crops 
are subject to pe.si.s and diseases against which the 
prfHiurm- can rarely afford to protect himself. Production 
is tlun'cfore ; ubjeet to wide fluctuations. A relatively 
-sn.-uH proportion of agricultural production enters into 
the !’a:'h economy and smaller still, in the export trade; 
yot, even a small chu; ge in the prices of exports is 
-.uffieieut to influence the prices in the internal market 
and the pmciiasing power of the producers concerned. 
^Yhilo a fall in the prices reduces the income of the 
agriouiturist, his costs on account of land revenue, rent 
and other charges remain fixed, and his debt piles up 
siiuultancously with an increase in its real burden. 
Moreover, tho high proportion of the population on land 
makes our economy peculiarly susceptible to changes in 
agricultural prices. The agriculturists cannot afford to 
tako heavy risks, and they naturally hesitate to adopt 
now techniques or to invest in improvements,- or even 
to avail themselves of the facilities and services offered 
by the State. The incomes of the agriculturists make 
up the bulk of the purchasing power in the country and 
wide changes therein produce like changes in the fortunes 
of domestic industries. A large number of producers 
always live on the border line of subsistence, and there 
ia a chronic relative scarcity of land, and capital. 
Unomoloyment rarely appearsdn the form that it presents 
in inclustriai countries, for it is always present in the 
off-season disguised in the form of superriuous labour on 
farms, which has nowhere else to go for lack of demand. 
The distress and destitution of ulation which, at 
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■While -wo may differ m emphasJB, ftll of us recognise that 
the incentive offered by such a guarantee m direct end 
general m its incidence, is easily understood by the 
producer, and evo’ cs his willing response We recommend 
that such a guarantee should be an essential part of any 
policy of agricultural development 

70 The effective guarantee of a minimum price will 
not only introduce an element of stability m agricultuie 
but will also promote stability m other spheres of 
economic bfe As the ramine Inquiry Commission have 
said ‘a fair return to the eultivator is oneofthefoun 
dations not only of agricultural prosperity but general 
prosperity aho The prices of agricultural produce are 
a matter of crucial importance in the economic system 
because of their influence on the whole productive 
Dtructuro, through the costa of raw materials and the 
costa of labour The prices of raw roatenals affect tho 
prices of tho manufactured products, which have to face 
tho competition of synthetic products, and tho prices of 
food determine the cost of hvii g which arc the basis of the 
fixation of wages and dcirnosa allowances” Since 
changes m agticultucal ptuca affect the profitability 
of industry and its competitive capacity both at homo 
and abroad, industry should welcome anv attempt to 
mtroduco comparativo stability in agriculti ’“al prices 
Such etabdity, oven for short periods of tim^ stabilises 
tho costs of raw materials and the wages paid to labour 
and leads to tho stabUiaation of indutlnai prices 
m turn At the same time it setvea to stabilise tho 
purchasing power of tho large agrioultural population and 
thereby provides a steadj dom'^nd for tho induotnal 
products In a country like India whero there is a huge 
potential market withm the country, still largely untapped, 
tins consideration la of prime importance Its importance 
Is already widely appreciated as is dear from the fact that 
the rcprcccntativcB of indujtrj arc strong supporters of 
a policy of stable agricultural prices The Bombay Plau, 
for instance makes tho following recommendation • — 

” Largo fluctuatiors in tho prices of agricultural 
commodihcf have been among the most important 
factors which ha\c prevented agnculturiata from making 
more sustamed tfforts to improve tho yield of tho land 
To check these fluctuaions m futuie ard to assure 
to tho cuituator a meoauro of oCouritv in respect of the 
prices of his crop wo suggest that ror tho pnncird 
agricultural crops, the Government should doj t a -i' r 
of fixing fair prices In fixing a fa r pnc<», 



should be taken of the cost of living in tlie area 
concerned as well as the cost of production. It would be 
necessary for enforcing these prices to build up 
adequate coinniodity reserves which could be utilised 
■ ° ^ fluctuations. To prevent a depressiou 

in the prices ^ of specific agricultur&l commodities as a 
result of foreign imports, the volume of imports should 
be regulated by means of tariffs or by fixing quotas.” 


71, The fact that prices are maintained at levels 
which are known before hand will also introduce a 
measure of stability in the revenues of the Provincial 
and State Governments. Price guarantees will make 
it easier for the agriculturist to pay^ land revenue 
and water charges, and the general prosperity result- 
ing from such guarantees will have favourable ind- 
irect effects on the yield of other sources of revenue. 
The Provincial Governments will then be in a position 
to undertake pubhe works in the sphere of agricul- 
ture, on a more extensive scale, since such wor^ will 
prove remunerative even from a financial point of view, 

s 

72, Price-guarantees will maintain the price of land 
also at a steady level and thus increase the value of the 
only security which the producer has to offer. This 
will affect the lending poMeies of credit institutions who 
will look with greater favour upon advances on the 
security of land and agricultural produce. The risk in 
such advances will be reduced to an extent at which even 
insurance companies may be expected to cover a part of 
it. The development of cooperative marketing will 
receive a stimulus, as marketing societies can then with 
greater safety make outright purchases, hold stocks and 
expand their commercial es distinguished from agency 
activities. The importance of a policy of price support 
to the development of the cooperative movement in India 
has been clearly brought out by the Cooperative Planning 
Committee in the following paragraph of their report ; — 

“ Private initiative in the economic field is bound to 
be greatly restricted in the present stage of development 
of this country because 6f the high degree of risk that is 
involved in ell spheres of CjCtivity. '/V^hile the cooperative 
method of organisation is itself a method of reducing ill© 
risk to be shouldered by ecuch, by pooling the responsi- 
bilities of all, there is a limit beyond v/bicli even a coop- 
erative organisfirtion cannot go in reducing the risks aiiq 
hazards of enterprise. For this reason it is essentia 
that the State should intervene and take the necessary 
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measures to reduce the risks inherent m economic life, to 
a level which private initiative car rea«onably be expected 
to Bhouldor While the neks are high in all bnes of pro- 
duction, they are particularly serious in the sphere of 
agriculture, because of the vagaries of the monsoon, the 
melobticity of production, the largo number of small pro- 
ducers and the wide range of price fluctuations Moreover, 
;ho fluctuations in agricultural pnees, in particular, 
anbalanco the whole economy of the country since they 
iffcct the incomes of more than 70 per cent of the 
population thereby affecting the demand for all types of 
commodities Besides, they also influence the prices of 
industrial goods through their effects on the costs of living 
and on costs of raw matenala The position of the agn 
culturista is rendered particularly helpless m a period of 
slump of agricultural prices The State must, therefore, 
adopt a policy of actively supporting agricultural prices 
within a range which la fair both to the producer and the 
consumer, if a slump la to be avoided in the next few 
years, if stability is to bo introduced in the whole eco- 
nomic system, if the risks involved in production, trading 
and processing are to bo reduced to manageable propor- 
tions and if tho cooperative movement is to be enabled to 
tompote with other forms of enterprise with greater 
success It is, therefore upon a policy of active economio 
development by tho State that tho success of Cooperation 
will depend 

73. Tho replies that wo have received from the Provi- 
ncial and State Governments and important organised 
bodies of public opinion to whom we had circulated our 
qucsUonxxMto though differing in detail, ore overirhelm 
inglj in favoui of a policy of maintaining romunerativo 
prices The Govorumeuts of Bengal, Madras, Bombay, 
Punjab and Assam, as also tho Local Adnimistrations of 
Ajmer Merwara and Coorg have expressed themselves in 
favour of a State agency to determine fair prices and 
enforce thorn by purchasing surplus produce from the 
market Tho Government of Bihar, while agreeing that 
It is necessary to ai^suro tho agriculturist a return winch 
18 proportionate to the return obtained from other foims 
of labour, feel that much could be accomplished by methods 
such ub tho reform of the sj stems of tenancy, credit and 
marketing Thej, howocr. recognise that an artiTicial 
dcprc'^sion may have to bo safeguarded against by State 
intcr'vontion and tho maintenance of buffer stocks The 
Administration of Delhi take the view that fixation of 
prices will not bo po 'sihle in the future unless tho existing 
emoigcuo> kgiBlation la ceutmued after the termination 
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75, A policy of maintaining the incomes of the 
agncultunsts by guaranteeing prices at a minimum 
level has to be associated in practice with an undertaking 
to provide supplies to the consumers at reasonable nrice/ 
not exceeding a specific maximum. Where need be' 
the State may in addition give special protection to the 
^Inerabie and poorer classes of consumers through subsi* 
dies on consumption. It should thus be the object of 
State policy to hold tho market prices within a bracket 
tixed by tne minimum and maximum prices as the two 
enveloping limits. As the market prices show a- tendency 
to deviate, the one or the other limit will become active 
and should ba enforced by appropriate measures. 

76. A policy of guaranteed prices is thus not merely 
an ^ emergency measure undertaken to ward off an 
anticipated depression, but is a normal measure designed 
to insure the economic system against both booms and 
depressions. It is not the intention to prevent long-term 
factors such as increases in productivity and shifts in 
demand from having their normal effect on agricultural 
prices, but to protect the price structure from short-term „ 
disturbances of a sporadic or cyclical character. ' It may 
be that the guarantees' may remain passive if the market 
prices follow a smooth course. The machinery of regufe- 
tion will then enjoy occasional spells of enforced quie- 
scence. Ill a changing world, such occasions will however 
be rare, and since the price-guarantees may have to be 
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extended to a number of commodities with varying suppl} 
and demand factors, the guarantees relating to some 
one or the other out of them are bound to be a live 
issue for most of the time It is important to remerabei 
that it IS not merely a question of putting only a floor to 
prices, but of putting a ceiling as well and what is more, 
of revising the floors and ceilings at regular intervals 
The policy is to substitute limited and gradual variations 
in prices, at definite time intervals, according to a 
planned procedure, in place of the wide, spasmodic and 
erratic course of prices that actually results from the 
interaction of supply aud demand in the market In 
short, the guiding principle of policy should be to fix 
prices within a range which would be fair both to the 
producer and to tbc consumer and be capable of being 
enforced in practice The State should provide an assured 
market to the producer at the minimum price, by 
guaranteeing to purchase all that is offered to it at that 
price and it should imdertake to rokase supplies at the 
maximum price when the market prices threaten to 
exceed the prescribed maximum, so that the needs of 
consumers ma^ b^ adequately met * 


77 The adoption of a policy of price fixation in India 
will not present serious difficulty since it would only 
bring the country into line with what is alroay being 
done in other countries The U S Government has 
assured twenty farm commodities of price supports in 
fhe immediate post-war period to the extent of 90% 
of the parity price It has also laid doi\n as a principle 
of State polic} that a farm familj sliould be '■’'sured ol 
a standard of living comparable to that of a family of 
equal capacity and industry which derives its incomo 
from business or factory work InCanadi the Agn 
cultural Prices Support Act of 1944 has set up a Board 
,with authority to purchase staple agricultural ])roduct^, 
whenever such products cannot be sold m the market 
above certain ‘floor’ prices The Board is charged with 
the obligation of securing a fair relationship between the 
returns from agriculture and those from other occupa 
tions In the U K the Government hps establislied 
a system of guaranteed prices and assured markets for 
milk, fat, hvcstock, tggs, cereals potatoes and s igar 
beet This general accept inee of tlio polic\ of ])rict 
fixation makes it easier for the different rouiUnc, to 
reach agrei incut on a eomoiou and mtegrafel nt 
pohej which will he of mutual benefit and will help to 
prevent ptice policies in indiMdual eountriCb from oi n 
dislocated b> compotiUon from abroad In fact, it should 
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be possible to coordinate' national policies in this field 
turougb an international organisation, in a manner which 
wili maintain agricultural prices on a world scale. We 
are glad to note that proposals have already been made 
at the recent meeting of the F.A.O. at Copenhager 
for setting up a World Food Board for stabiiLsing prices 
on the international market, and for building up a world 
reserve of food so as to level out good and bad harvests. 
We also understand that it is proposed to evolve an 
international commodity policy at the International 
Conference on Trade and Employment, to be held 
shortly, so as to deal with both, situations of chronic 
disequilibrium between supply and demand, as well as 
short-term and cyclical price fluctuations. A machinery 
for international collaboration in this field will greatly 
assist in the implementation and coordination of national 
policies of^price support. 

Compra- • 78, Although our report concentrates mainly on the 
heusive specific problem of price policy, we do not wish to lend 
programma Qountenanoe to the view that the enforcement of mini- 
o4 ossist- price guarantees alone is sufficient t 9 safeguard the 

interests of the cultivator. On the contrary, we wish to 
emphasise that a policy of guaranteed prices should form 
nart of a comprehensive system of State assistance to 
agriculture, embracing a number of measures of agricul- 
tural and general economic development such as those 
described by us earlier in this chapter, A price-policy 
must be conceived within the framework of an 
adequcats level of general economic activity. It is 
only an increase in the real wealth of the country that 
can in the last resort provide a wider market for agri- 
cultural produce and bring about a lasting improvement 
in the standard of living of the agriculturist. 
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Chapteb IV 

Principles 0 / Price Fixation 


79 A policy of price support by appropriate State 
action raises the question of the level at which the prices 
shouldlie maintained The obvious answ er that suggests 
Itself IS that the prices should bo maintained at \ level 
which would be fair both to the pro lucer and to the 
consume^ Fairness to the piodiicer involves a price 
which covers his co'>t of production and leaves him a net 
income which is approximately equivalent of the income 
obtainable in other comparable occupations^ so as to 
provide him with an incentive for expanding production 
If the pric»' is lower than this the producer will have 
no reason to continue m that occupation and may migrate 
to more remunerative avenues of employment but" for 
the facts that alternative lines of employment are limited 
and the producer looks upon agriculture more as a way 
of life than as a source of profit Fairness *0 the 
consumer involves that the price should be such as to 
enable him to satisfy his basic minimum needs at a given 
level of income If the price is higher than this, it would 
reduce his standard of living with con«equent effects on 
his health and efficiency 

80. In the translation of the concept of fairness 
into actual practice certain difficulties arise What may 
bo considered fair to one producer under certain condi 
tions oF cultivation may not bo fair to another producer 
whose conditions of cultivation are entirely different 
This IS an aspect of considerable importance m India 
where the costs of production vary from region to region 
and often i ven from holding to holding The enquiry into 
the cost of production of certain crops which was 
conducted by the Imperial Council of Agricultural 
Research revealed very wide variations in costs Ti e 
following table phows the mean cost of production of 
wheat in certain producing centres during the yca'-s 
1933 34 to 1916 36 of the depression period — 

Province Centre No of Mean cost Standard 
holdings in Ea per Demciuitt 
Maixnd 


Punjab 

Lyallpur 

48 

2 11 


Jullundur 

48 

3 39 


Gurdaspur 

20 

I CO 

bind 


37 

2 92 

CP & Btrur 

Nagpur Wardha 12 

3 97 


Bcrar Plains 16 

6-^ 



T > 
-"X", 


Tb« con 
copt of 
fairness 
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Joam. Jiil/ur ,,. -V"' moderate to rict 

Jinlloek labour wmq ' in Gurdaspur 

flieapest in I \rnU expensive in Jullundiir and 

siinH ' Vrr Criirdaspur coming in between 

-I Ui vaiiations jii the costa oi production are however bv 

Jsyiron y^^^^ralian Royal Commi 

iirre-ird'ln^'n following figures 

in rtgaid to costs of production’ : — ° 


Cost of production per bushel. Percentage of producers. 


Relow 1 sb. 

Between 1 ah. & l/M 
Between 3 sb. & 3/11 
Between 4 sb. & 4/11 
Between. 5 sb. & over 


3.9 

27.0 

38.9 
18.6 

4.9 


These examples show how difficult it is to set rev 
resen tative figures of costs of production. 


'. Siinilar difficulties also arise in defining what 

IS fair to the consumer. A, price which is fair to a 
consumer belonging to a higher income group is likely to 
be unfair to a consumer belonging ' to a lower income 
poup. The fairness or unfairness of the cost of living 
is after all relativa to the income of the consumer. 

Conflicting _ , The immediate interests^of the producers and the 

interests, immediate interests of the consumers -thus appear to be 
different and to a certain extent divergent. The'producer 
is anxious to obtain the highest price for his produce,' while 
the consumer is anxious to obtain his requirements at the 
lowest possible cost. A fall in prices imposes hardship 
on the producer by immediately reducing his income, 
and thereby impairing his efficiency. This results in 
a shrinkage of tlic scale of his operations pending the 
adjustment of costs to pirices. Hence, even if the prices 
of other commodities consumed by him fall in the same 
proportion he is still a net loser." On the other hand,, 
falling prices confer a dispropoitionate benefit on the 
consumer becau,?e, normally, they result in an increase 
in his net .salving. The producer needs to be assured of 
• a reasonable income before he will undertake intensive . 
agriculture. The consumer; on the other hand, is anxiouJ- 
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to obtain his requiretnents at as low a cost as possible 
Tlicre thus arises a gap which leads to a certain divergence 
ot interests as between the two sections of the population 

83. A longer view will how©\6r show that the interests 
of producers and consumers are mteidependent The same 
^rson may be a producer of certain types ot goods and 
a consumer of others In the same manner, different 
regions may be surplus or deficit for different crops, and 
they iiia^ export their surpluses and import their require 
ments The Punjab, for instance, usually exports wheat 
rice and millets, and imports vegetable oils and tobacco 
Assam has exportable surpluses of rice, jiite and tea and 
imports wheat and pulses Madras normally exports 
vegetable oils, groundnuts and tobacco, and imports 
wheat, gram and nee Bombay exports vegetable oils 
and tobacco, and imports gram, rice, wheat and ground- 
nuts Bengal is surplus in raw jute^ but deficit m 
gram^ wheat, vegetable oils and tobacco In India, 
where a majority of the population consists of agn 
cidturists, the conflictmg interests are not between 
the producers and the consumers as such but between 
the rural population which is predominantly agricultural 
and the urban population employed in industry eervico 
and trade 


84. Even here, the unity and interdependence of 
interests are deeper than the apparent conflict Tlie rural 
producers and tho urban consumers aro both interested 
m the stability of costs and incomes It is the wide 
fluctuations in costs and incomes and the consequent 
instability which give rise to a feeling of insecurity, 
destroying initiative and enterprise If these fluctua* 
tions can be confined to a narrow range, it would 
make for increased production as well as for see 
untv of employment Our aim should therefore be 
the fixation of fair prices which would provide stable 
incomes to the agriculturists as well as stable cost& 
of 111 mg to the urban workers The stabilisation of 
the costs of living would no doubt lead to the stabilisation 
of wages which together with the stabilisation of thi 
[ costs of raw materials would make for stable prices oI 
^manufactured goods A policy of price fixation, accom- 
panied by a strong drive for efficiency, will thus be in the 
interest of all classes of the eoramunity 

86. Further, it is important to remember that neitht r 
costa nor mcoraes can bo ugidly fixed for ill time When 
prices are fixed at a lc\ei which is fair to tlio producer, 


Unity of 
interests 
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mtQsurts should be simultaneously taken to maintain 
empioymeM and wages at an appropriate level; then 
the prices fixed may prove to be fair to the consumers 
welJ. In tiic same way a price which is fair to the con- 
sumcr would also prove to be fair to the producer, 
^plans of agricultural improvement have resulted 
in cbe roduciion of the costs of production. 


S6. I lie increased efficiency of production will 
contributo largely towards resolving the conflict between 
the producer and the consumer, Tho assurance of a fair 
income to the pi'cducer will induce him to adopt improved 
techniques of production v/hich will reduce the costs per 
unit of output and tend to lower the level of prices. The 
fair price fixed can be progressively reduced as efficiency 
increases and production expands. It should be remem- 
bered that the fixation of a fair price is not an isolated 
measure for the transference of incomes from one class to 
another; it is a pare of an integrated drive for increasing 
efficiency, expanding production and raising the 
standard of living. The fixation of a fair price will serve 
as an inducement to the cultivator to make full use of 
the expert technical advice and the facilities for improve- 
ment made available to him. If for instance, the average 
yield of wheat is 10 maunds per acre and Rs/ 76/- per 
acre is considered to he a .fair income for the cultivator, 
then the fair price will have to be fixed at Rs. 7/8 per 
maund. As a result, measures calculated to increase the 
efficiency of production will be undertaken and if the 
yield per acre goes up from 10 maunds to 15 maunds, 
the income of the cultivator would rise to Rs. 112/8 with 
a price of Rs. 7/8 per maund. A certain increase in the 
expenditure of the cultivator will be called for on account 
of his extra outlay on seed, manures, and ofher efficiency 
factors. If the cost of these factors is taken to be equiva- 
lent to 2 maunds per acre, i.e, Rs. 16/-, then an income of 
Rs. 90/- would cover his total costs and'ifc would be 
possible to reduce the price of wheat from Rs. 7/8 per 
maund to Rs. 6/- per maund without prejudicing the 
interests of the producer. The actual price will then be 
fixed at some intermediate point e.g. at Rs. 6/12 per _ 
maund so as to distribute the benefits of increased 
;fficiency equitably between the producer and the 
^isumer. Thus.'eTen if the initial feed pnee of Es. 7/8 
weie slightly higher than what the market wonld 
rormally pe™it could afford the 

temporary sacrifice that the consumer would haye to bear 
^ -kI nnmuensated by the lower price that he would 
Ja^in the long run as a result of the increased efficiency 
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production The case in this respect is analogous to 
the case for protection of industries 

87 We reahze that m the initial years while the 
increase in efficiency has not ;^t caught up with the 
increase in price certt*in classes of consumere may be 
put to hardship because the pnee may prove beyond 
^eir means The solution to this lies not in fixing the 
price at a lower level but in assistmg the consumers, 
especially those m the lower income groups, hy special 
subsidies on consumption In deciding what is fair to 
the consumer a long range view has to be taken and in 
the long run, a price which is fair to the producer, i e , 
covers his costs of production and leaves him an income 
comparable with incomes m other occupations will also 
prove fair to the consumer, by increasing the efficiency of 
production and making possible a reduction in prices at a 
subsequent date This is the criterion which has been 
idopted in the U K and the announcement of agncultural 
poliov by the Minister of Agriculture states %nier al%a 
The objective will be to promote a healthy and efficient 
agriculture capable of producing that part of the nation's • 
food which IS required from home sources at a lowest 
price oonsistent with the provision of adequate remu- 
neration and decent hving conditions for farmers and 
workers with a icasonable return on capital invested ” 
Similarly the Agncultural Prices Support Act of Canada 
requires the Agricultural Pnees Support Board set up 
under the Act “ to endeavour to ensure adequate and 
stable returns for agriculture by promoting orderly 
adjustment from war to peace conditions and to secure a 
fair relationship between the returns from agriculture 
and those from other occupations ’* 

88 We feel that the ultimate goal of pnoo pohey 22 
India also should be to enable the agricultunsti, ^ 
obtain an income wlucb is sufficient to maintain r— 
and his family at a standard of livmg which e-rrr.. -rr 
that enjojedby other comparable classes of tip •n'ous- 
tion and to fix the producer*s pneo accorcim£^ U 
the producer’s price so fixed is beyond tL*- rf 

certain classes of consumers, they should ^ 
adequate relief through consumption Bubz^ziLz. ~ 


80 When wo say that a fair pn« i,. 
costs of production and lca\o a ^ 
cover the costs of living wh tv ^ ^ 
the costs of the marginal prod^^ 
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of data. 


<uoragc producer, but the costs ofthejbulkof the produ- 
^•ers nt that commodity in the main producing areas i c 
who have a representative size of holding and are wholli 
dependent upon such holdings. As we have already 
statefl, there arc wide differences in the conditions- 
oi production depending upon many contributory 
factors which are reflected in the costs of production. 
Wo do not think that the prices should cover the 
cost oi cultivation of marginal lands 'which are laiid5 

hich cannot give profitable yields and in this, we agree 
with the view expressed by the Foodgrains. Policy 
(committee that the “best w'ay of dealing with them 
is to give a direct subsidy to cultivation of such lands 
rather than to raise the general price level to an extent 
sufficient to cover the additional costs involved The 
average costs of production would also not be a rcIiaHle 
guide because this type of average would no doubt be 
influenced by marginal lands. ' What we are anxious 
to secure is a price which would cover the costs of produc- 
tion of the bulk of the cultivators and for this purpose 
the land to be taken into account should be ^ represen- 
tative’, rather than ‘ average ’ or ‘ marginal The most 
■representative cost is obviously that which is typical 
of the largest number of farms i.e., that which is appli- 
cable to land which is most common. This criterion has 
to be applied not only to the quality of the land, but also 
to the size of the farms, in view of the well-known fact 
that the scale of agricultural operations has a significant 
effect on unit cost of production. The costs of produc- 
tion on ‘ representative ’ land should also include costs 
which are met in kind such as the actual labour of the 
cultivator and his family and the costs on account of the 
capital and land owned by the cultivator himself. The 
‘representative’ costs should include fair wages to the 
agricultural labourer employed. 

90. Similarly the costs of living .which are relevant 
for this purpose are the costs of living in the rural areas. 
They should include such articles as enter into the con- 
sumption or if they do not, should enter into the con- 
sumption of the cultivators as a class. 

91. Unfortunately, there does not exist in India at 
present any organised agency which collects comprehensive - 

data relating,to costs of production and costs of living. 

All that we have are the results of particular enquiries 
conducted in selected villages at different periods of lime 
bv individual research workers. The Board of Economic 
Enq^uiry in the Punjab and the Gokhale Institute of Politics 
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dnd Economics, Poona, have done notable work m this, 
direction Since 1926 the Board of Economic Enquiry, 
Punjab, has been publishing an annual senes “ Farm 
Accounts in the Punjab ” deahng with the cost of product- 
ion of crops in diffeient holdings in the Province The 
Board has also issued other publications relating to 
agricultural holdings, agricultural mortgages, cattle and 
milk problems, urban cost of living, rural family budgets, 
food prices, marketing, sale of land village surveys, etc 
The Gokhale Institute of Politics and Economics at 
Poona has also conducted some surveys, the most usehil 
from our point of view being the surveys of farm 
buBinesa in Wai taluka and of the marketing of fruit in 
Poona Similar surveys are being conducted by the 
Universities, but m general, the work is scattered and 
piece meal, without any unifying and co ordinatmg force 


92 The only large-scale organised enquiry into tho 
costs of production was the one conducted by the Imperial 
Council of Agricultural Research to which reference has 
already been made This enquiry aimed at ascertaining 
the coats of production per aero and per maund of certain 
crops in the principal sugarcane and cotton tracts in India 
and It was jointly financed by the Imperial Council of 
Agricultural Research and the Indian Central Cotton 
Committee It covered a period of three crop years 
1933 36 and was based on the cost accounting method. 
It involved the recording of the costs of all farm, opera- 
tions and business transactions by a large organization of 
village investigators, permanently stationed and in conti- 
nudus attendance on the selected farms The work was 
supervised by d strict supervisors and provincial officers 
under the general guidance of the Chief Econom’st of ♦be 
ICAR at Delhi Tho choice of tho villages and holdings 
selected for enquiry was left to tho provincial depart- 
ments of agriculture with the general instruction that 
they should bo as repreaentatiyo as possible, i e , taken 
from that group into which the majontv of viZJagec or 
holdings would naturally be classified The results of 
this enquiry revealed considerable vanat oin. in the •co:»U 
of production and they are often cnhcised as beincr of 
doubtful validity. . ^ 


93. Enquiriea into the costs of prei: 
mon feature in other countries and lafa 

of all attempts to fii prices In the Urn*- 
agncultuic and fisheries statn.ticsce^'i 
under each description of crop 
duco of principal crops and wits tS 5 n- 
cattle, sheep and piga, lie 


acuen nre a com- 






sq - 

Ksheries inhia speech in the House- of CommonB o 
January 26,1944, stated that infixing agricultural prici 
including the harvest .of 1947, one of the bast 
t economic and financial accouni 

rela-ting, to different types and sizes of farms and the sh 
ujstioal material ^elating. to ,cQsts of production ooUeote 
^eans acceptable to Government and the industry 
The ; United ^tates Department of Agriculture conduci 
' detailed investigations into the costs of production c 
different types of agricultural produce and hasperhap 
thp largest organization for the, collection of economii 
and statistical data relating to agriculture.; The, , crop 
dealt rrith range from nda joy crops such as wheat, cotton 
sugarcane and oilseeds to minor field Drops; ; such; -a 
hay and seeds and the' livestock statistics relate to beef 
cattle, hogs, sheeps, horses and mules and to dairy anc 
milk products. In Canada, detailed statistics are col- 
lected relating to farm wages, farm capital, crop pondi- 
tidn, . area, , pfoduotipn. and value, of crops, , livestoek and 
livestock, .pfoduots,, trade in farm products, prices.- of 
agyic-ditural produce, etc. . 

04; We recommend, that very ■ &^Iy;pt6ps should be 
takenin'rlhdia-to create the necessary mechiriefy fpr the 
collection of similar data relating to the costs of produc- ; 
tion of different crops and the costs of living in the 
- rural areas by, means of- random sample surveys. The 
surveys wopid, - in time, disclose the effects of the various 
measures of improvement on the Aueld per acre. This will 
be an. indispensable aid when revising' prices in the light 
of the . expected increase in productivity. In addition to 
such enquiries, there is urgent need for considerable im- 
provement in our agricultural statistics, as a whole. We 
discuss the organisation necessary for this purpose in 
Chapter IX of our report. 

■I. 96. We .are not in a position to recommend the. 

i^etermipft* of production approach for the fixation of fair pricea ■ 

until necessary data have been collected on a scientific 

i£.ir pjjco j _ . 

in thfi 
interim 
period. 


and proper oasis, ixs a resuu- pi ine. luvuoi-xgitt-iuua 
recommended by us it should be possible in the coutgc of 
a few years to obtain in India such data. Until then, we 
have to proceed on a rough and ready basis which, 'as an 
expedient, would be considered appropriate by all the 
interests corxcerned. The statutor;/ price controls whicn 
y^ere enforced during wartime had to be similarly , im- , 
nrovised, and such improvisation must continue for some 

year's ' The onlv method which is feasible under, the . 
existing ' Circumstances is to improve the terms of trade 
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of the agriculturist by relating m a amtable ratio the 
level of agricultural prices to the prices of the more im* 
portant goods and services entering into the costs of 
production and the costa of living of the agncultunst 
and his family The Foodgrains Pohey Committee also 
had recommended that in considering the level of prmea 
of food appropriate to a particular area, regard should 
be had to (o) the cost of .krticies entering into the 
cultivator's cost of production and (6) the cost of ar- 
ticles entering into his -standard of living Such a formula 
secures that changes in agricultural prices keep in step 
with changes in agricultural costs and that agricultural 
prices do not pursue an independent course of their own 
as 13 likely to happen because of the pecuhar conditions 
of agricultural production It thus safeguards the 
interests of the cultivator m periods of depression when 
agricultural prices fall rapidly and agricultural costs 
remain rigid and it safeguards the interests of the con- 
sumers m periods of inflated prices when agricultural 
prices rise out of proportion to the rise in agricultural 
costa Wo recommend therefore that for the present, 
fair prices should be determined on the baaia of parity 
between pncoa and costs 

96 In the calculation of agricultural costs, two 
significant facts hare to be borne m mmd Firstly, the 
expenditure of the cultivator is usually incurred partly 
m cash and partly m kmd and it is only with relation 
to the cash expenditure of the cultivator that the ques- 
tion of relating prices to costs anees. The cultivator 
usually pays wages and rents m tho form of a share in 
the produce and most of hia food requirements are satis- 
fied from tho food grown by himself except when he grows 
commercial crops alono Secondly, all the items on which 
expenditure is incurred in cash are not affected to the 
samo extent bj price variations Items such as land 
revenue, water rates and interest charges usually re 
main fixed for specified periods of timo and these 
account for a substantial proportion of the total 
cash expenditure It is only to tho variations in the 
prices of the other items m agricultural costs that varia- 
tions m agricultural prices should be related 


97. Tho important items in agricultural costs on 
which attention must thereforp be concentrated «re 
iron impiomcnts bullocks, manures cattk feed such as 
oilcakes and fodder labour and such other items as 
enter into tho cultivation expenses and doth, salt cur 
sweet oil, keroscao oil etc , which enter mto tho cost nf 
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true that a relationship which was considered to 
be fair in the past need not necessarily be so m the 
future The ratio between agricultural prices and costs 
must necessanly change in course of time with changes 
in the conditions of supply and demand of both types of 
ttoods There are continuous improvements in scientific 
^c'hmque which reduce the costs of production of differ- 
ent goods in different proportions There are also 
shifts of demand from one commodity to another Any 
ratio therefore which may have been appropriate in the 
past will need to be corrected for changes m the con- 
ditioning factors so as to make it appropriate in the 
present While this may be recogmsed, it is also true 
that the application of new developments in scientific 
technique in the field of agriculture proceeds at a much 
slower pace than it does in otrher spheres of economic 
activity, firstly, because the unit of agricultural 
production is still much too small to permit mechamsa 
tion on any considerable scale and secondly, because 
the production is carried on by a large number of small 
producers who are slow m giving up their traditional 
techniques The demand for agricultural goods lamoro 
stable and inelastic in character because in spite of the 
manufacture of synthetic products of various descrip- 
tions, the soil still provides the bulk of the require- 
ments of the population for food and raw matena-o. 
The changes that are taking place in the cor uitions 
supply and demand in agriculture are thus likely to sjzcr 
the ratio in favour of agricultural goods rather ^ 
favour of the items entenng into agricultural ecsti. 
therefore every effort should be made to -jf 

relationship from time to time in the hght cJ 
circumstances, it would not be far off the — 

the relationship that existed during a 
m the past IB maintained for the timi» K-r-- rs-zis pir. 
pose of calculating fair pnees. 



99. It was on the parity pimcpi 
support policy m the U S A, has 
price was considered to be thepnc€w. 
ij amt of any agricultural comiuod.^ gy.-r.g 
power that it possessed in the vr-} i r* 
period adopted m the United ihr s-c 
tion of the parity la the period 
1914, though for certa t ccan: »ct 32 r 

August, 1929 to July, 1939 has 

there has been a proposal to tie ^ -t' 

1034 to July, 1939 as the t. j. 2= 
parity m the Unjted Sutes it 






B4 


tiire© different steps. The first step is to determiEea 
case price for each product. This is done by averagicg 
the prices reported by the farmers to the Department 
01 Agriculture during the period from August, 1909 to 
July, 1914. The second step is to prepare an index of 
prices paid by the farmer for the various commodihev 
that he purchases. The index now includes 86 iteiu 
used in family -living and 96 items used in farm-prodac* 
tion, besides the interest and taxes paid by the farmer. 
The index includes items such as food /products, feed, 
seed, and other farm products whose prices are them- 
selves a result of the price support programme, and 
these items amount to about 29% of the total items in 
the index. Farm labour is not included in the index at 
present. The group of commodities used in family living 
and the group of commodities used in production (includ- 
ing interest and taxes paid) are given equal weights. 
The third step is to calculate parity prices by adjusting 
the base period average prices of different commodities 
in the light of the changes in the index number of prices 
paid since the base period. 

100, Parity has been the basis of all legislative end 
executive action in the field of agricultural price regu/a- 
tion in the tJ. S. A. since the Agricultural Adjustment 
Act of May, 1933. It specified that it was the policy of 
Congress to “ re-establish prices to farmers at a level 
that will give agricultural commodities a purchasing 
power with respect to articles that farmers buy, equiva- 
lent to the purchasing power of agricultural commodi- 
ties in the base period The objective of placing the 
agriculturist on a par with other sections of the population 
was declared in the Soil Conservation and Domestic- 
Allotment Act of 1936 which mentioned as one of its 
purposes, the “ re-establishment, at as rapid a rate 
as the Secretary of Agriculture determines to be prac- 
ticable and in the general public interest, of the ratio 
between the purchasing power of the net income per 
person on farms and the income per person . not on 
farms, that prevailed during the five year period, August 
1909 to July 1914, inclusive, as determined from statis- > 
tics available in the United States Department of 
Agriculture and the maintenance of such ratio The 
principle of parity has been reiterated in subsequent 
legislation such as the Agricultural Marketing Agreement 
Act of 1937, the Agricultural Adjustment Act of 1938 
and the Price Adjustment Act of 193H, The direotior.’ 
issued by Congress to the Secretary of Agriculture uaJ 
to th^ Commodity Credit Corporation regarding pnCi 



Bupporta whether by subsidies or by purchases or' by 
loans are all related to 'the maintenanoe of prices; - at 
parity or a certain proportion of parity. - 

101. The concept of parity is subjected to various 
critioisms in the U. S. A. It is suggested that parity 
unneoessanly ties down the economic system to a relation- 
ship which existed in the distant past and is now entirely^ 
of touch with current conditions. It is also argued 
that the principle of parity does not take into account- 
the actual-costs of production, the net returns and the 
volume of production, which really are the determining 
factors in the income of the farmer. Even in the com- 
putation of the prices paid by the farmer, it is pointed outr- 
an important item like labour has been excluded thereby 
greatly vitiating the index number. What is of import-^ 
ancQ, according to the critics, is not a parity between 
prices but a parity between the incomes of the farming 
and the nonfarming population. 


102. Most of the criticisms however are a plea not 
for the abandonment of the parity approach buti for 
improvements in the methods of calculating parity prices, 
It is generally agreed that the index of prices, paid- 
should include the prices of all items, including lal^Qr, 
which enter Juto the costs of production, and the coots 
of living of the farmer and that' the base peripd rela- 
tionship, should be corrected for such changes as may, 
have taken place in the conditions of supply and demand 
since the base period. It is recognised that it is the 
farmers’ net income which has to be assured and that 
changes in supply and demand, conditions affect the* 
remunerative scale of production and hence ^the net*i 
income, The goal of parity incomes rather than parity 
prices is 'obviously desirable ; yet, since no accepted 
method of translating the overall income into a series 
of prices per unit has so far, been found, parity prices 
have to be used for the time being as ropresentativa cf 
parity incomes. 


103, In duo course it would no.doubt 5e pos£5i 
introduce refinements in the b'ght of experience ^ l 
meet the various points of criticism that a-e * -=- 
is important however at the moznen 
•ittention on the principle of parity fcetw*; 
prices and agricultural costs. It has tl 
it does not rigidly stabilize prices at x. 

but permits them to fluctuate *a -z: 

conditions of costs, thereby ^ 

ticity in the economic systo rr; Zi i?* 




and costa by a cerll in relationship based on past experience 
tts to whaf may be considered fair and thus preventsthe 
hardaiupa that the producer and the consumer may other- 
wiso have to bear on account of violent fluctuations in pri- 
oe$. This link may appear to introduce a certain amountof 
rigidity and to prevent the adjustments that maybe 
nooessary on account of market changes in supply and 
demand.^ It ia^ however, an inevitable corollary to 
the rigiflities that are inherent in the economic syste 
itself. In the past, agricultural prices and incomes were 
entirely at the mercy of factors connected with non-agri- 
cultural activities and were thus in a sense residually 
determined. The link between agricultural prices and 
costa wiU now provide a certain support to agricultural 
prices themselves, so that they may exercise a certain 
pressure from their o^vn side and Influence the general 
price level. The parity formula thus, while retaining 
the necessary, measure of elasticity in the determination 
of prices, yet provides a valuable support to the prices 
of agricultural produce. 

104. We are therefore definitely of the opinion that 
the principle of parity should form a vital objective 
of State policy, and that all possible steps 'should be 
taken to translate this principle into , actual executive 
action. We do not suggest that fair parity prices 
should be mandatory in the sense that State action should 
necessarily be tied up to the results of the parity formula, 
because executive decisions must also take, other relevant 
factors into consideration. What, we do suggest is that 
the parity formula provides a basis which may be consi- 
dered to be fair to all interests and that until adequate 
data of costs of production and cost of living are collected, 
this basis should be used for calculating fkir prices of 
commodities, 

205, As the prices of agricultural goods are to be adjus* 
ted to agricultural costs, on the basis of the ratio which 
existed between them during a base period, the choice of 
the base period is important. A number of different 
periods are suggested in this connection. The period 
1910 to 1914 which has been adopted in the United 
States is much too remote to have any validity in''^ 
present times. In fact in the United States itself, the .. 
period 1919-29 has. been adopted in the case of certain 
commodities and there is a proposal in recent years to 
change the base to the period 1934-39. The period 1934-39, 
however, though closer to the present day and more 
acceptable from that point can by no means be considered 



a normal period smoe the effects of the world depression 
had not worn off by then Though recovery had started, 
it was far from complete in India The period 1920 40 
13 suggested jis a period which covers the entire cycle of 
boom and depression, but this period also suffers from 
the inclusion of years which are now too remote and of 
years which are marked by the dej'-ession The most 
appropriate period in our view is the quinquennial period 
1925 29 which could bo considered a normal period 
tince it IS between the end of the post war boom and 
tho beginmng of the world depression During this periodj 
agriculture in most parts of tho world was fairly pros- 
perous and the ratio between agricultural goods and 
agricultural costs was considered to be fair Sir Walter 
Layton and Mr Crowther in their Study of Prunes ’ 
indicate their preference lor tho period 1922 29, in 
the following words — 

by contrast with the periods of rapid and 
extensive changes which p ecedea ai d followed 
these seven years they appear as an oasis of 
stability ” 

Out of these seven years the first two or three were 
ohiraotensed by fluctuating exchanges end a minor 
depression in In^a It v/as onlj «fter the Spring of 1926 
when Great Britain returned to the Gold Standa’-d, 
that a reasonable amount of stability could be said 
to have been achieved Taking all factors into 
consideration, 1926 29 appears to bo the most appro 
pnate^base period 

100 Tno pnee^ arnvtd at on the principle of mam- 
taming tho same parity between prices and cc*ta 
as m the period 1925 maybe con'^idcrcd broadly 
fair, and it should ho tho objective of St *(. pohe to 
enforce these prices in tho market It 13 verr diiifiLUjt 
howc\cr to peg market prices at a fixed pout zs 
they are continually liable to change m pursuance 0 Vary- 
ing conditions of supply and demand Furtier, in actual 

pnchco we ha\o to tako into ac cant fis conditions of 

ciiforccmcut To fixp icea on tbo bs^s cfa fi''i.reuca] 
formula, without wbe{b*T tie actual 

tan C3 m the market and tbe'r oar “sat tie command 
of tho State would enable th s^p 1 ^ to 6 ' 5^3 
enforced will in our opimon be eoarfr? jj. 

thereforo dwairablo e pog mariet pr ces x-cnn ^csxzi n 
range with a minimufli acd a mfliicaa a- e'-r’ 

insttad of aiming to maintaj] 3 . - Sxta 
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minimum and the maximum nrioea ohmW.i k . 
oonaidemtion of the yarious feotor^ nvoTei 


Minimum 
and maxi- 
mtun 
priofli. 


the^L-nfmu'S^S P"“- 

aeouritv^-rMfrr" element of stability and 

hand ilof ^ ^ maximum price, on the other 

hand, is of special importance from the point of riew of 

the consumer because it sets the limit to Ms cost of livins 

fisvl f’ ‘^®,’^^0>«saIepriC6in the mariet wUl be tendini 
either towards the mimmum or towards the maximum and 
one or the other of the two will be the more effective price' 
according to the circumstances. It may be noted tbat the 
n^mum and maximum prices referred to represent the 
wholesale prices in the mandies. The prices actually 
received oy the producers will naturally be somewhat 
lower than the wholesale prices as producers’ transac- 
tions would relate to an earlier stage of trade. Similarly, 
the prices paid by the consumers, being retail prices 
would be some what higher than the wholesale prices ' 


Transition stall first deal with the fixation of a 

and post- SiUd minimum price. In this connection, we wish to 
transition distinguish between what may be called the transition 
periods. , period and the post-transition period. The basis of this 
distinction is the fact that a certain period of time la 
tahen in switching over the economy from a war-time 
to- a peace-time basis, during which period conditions 
remain in a state of flux. This period is generally 
referred to as the transition period. It is - characterized 
' by a shortage of supplies and a substantial measure of 
Government control over the procurement, distribution 
and prices of commodities. As the supply position 
improves, the controls are gradually relaxed until the 
transition is complete and the economy enters into the 
post-transition period. During the post-transition period 
Government control ceases and normal trade and marliet- 
ing conditions are restored. 


109. It is difficult to forecast with any accuracy tho 
tbs'* «xact duration of the transition period. We anticipate 
minimura however on the basis of our study of the present condi- 
p?ip6. tiona that it ' would last for the next two years, i. e. 
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1947 and 1948. Since during this period the («) During 

present shortage of supplies and the prevailing high 

level of prices -will continue and consequently many of 

the wir>time controls will be maintained, we are of ' ' 

opinion that the minimum price for this period should 

be fixetT at a level equivalent to the fair parity price. 

It is important to* so orientate the policy of the State 
during this period of transition that the way may be 
paved for the early and smooth restoration of normal 
trade conditions. 


110. In the post-transition period when the supply (t<).I?unn? 
position has improved, the controls have been relaxed.or 
abolished and normal conditions of trade have been 
restored, the determination of a minimum price will need 
careful consideration. The object of policy would 
continue to be the enforcement of the fair parity price 
as before but the task would be more difficult in the 
absence of the armoury of controls. It would therefore 
bo necessary to take fully into account the large variety 
of factors which bear upon price policy and this may 
well lead to tho 0xation of the minimum price at a 
level below the fair parity price. 


111. We must first consider in this connection the /a) Rela- 
relation between agricultural prices and the general level bet- 
of prices in the country. The price structure of a country 
is, and if it is not, it ought to be of an integrated character. pfSeB 
The prices of industrial goods have to be in a certain the general 
relationship with tho prices of agricultural goods, not level of 
only because the prices of agricultural goods enterintothe price#, 
cost of industrial goods but also because the prices of 
industrial goods determine to eom© extent the demand 
for agricultural goods on which agricultural prices must 
ultimately depend. The entire price structure of a 
country is represented by what is known as the general 
level of prices such as for instance, the Calcutta wholesale 
index number published by tho Director of Commercial 
Intelligence, Calcutta or tho wholesale price index 
computed by the office of the Economic Advisor to the 
Government of India, Tho gcncrallovel of pricea repre- 
sents the prices of all types of goods, agricultural and 
non-ogricultural, which enter into the trade and 
commerce of tho country. It can bo operated upon either 
by monetary measures which create effects on all godds or 
by measures intended to operate specifically on particular 
goods, whether agricultural or industrial. In a country 


CO 

like Intiui .../here iigrio«lt,mil procluots are the main 

oujeci Oi jxUcrnU as u'cli as intornational trade, it ig the 
pncch, o. agncuUuraJ goods which predominate in deter- 
inimng the general iovel of prices. Any measures taken 
10 irii.iiencc liio level of agricultural prices cannot but ' 
iiavo eXfects on the general level of prices. Though the 
inUiativc can thus bo iaicen through non-monetary 
measures directed^ to’.rards agricultural prices, the desired 
oi.oot can be achieved on a long-term basis only if the 
monetary policy pursued is of a complementary character. 
Oni}^ an appropriate expansion or contraction of 
currency with consequent effects on the general level of 
prices can ulrimately sustain the tendencies initiated by 
mea.sures acting upon agricultural prices. In practice 
ciierefore, attention will have to be paid while fixing prices 
to the relation of agricultural prices to the general level 
of prices. 


11!3. We are aware of the desire in certain quarters 
to reduce the level of agricultural prices, particularly the 
prices of foodgrains, on the plea that agricultural prices 
influence the costs of production of industry, and 
weaken the competitive capacity of Indian manufactures 
in the domestic as well as in the foreign markets. While 
we are not unmindful of the importance of these consi- 
derations, we are of the view that prior consideration 
should be given to assuring an adequate return to the 
tiller of the soil. Once this is achieved the increased 
purchasing power of the agricultural masses will be 
adequate insurance for the success of industry. Any 
deliberate efforts to reduce agricultural prices merely to 
safeguard the interests of urban areas or of the manu- 
facturing industry will be at the cost of the standard of 
living in the rural areas which is already notoriously .low. 
IThe unorganised character of agricultural interests in 
this country has resulted in their case having gone 
by default in the past. A state of affairs in which urban 
prosperity, such'ss- it is, has to be based on ' 

poverty cannot be tolerated in the future. Y/hile 
agricuifcural income must ultimately depend on the level 
of the national income of which it is a ^ part,- it is 
necessar;/ to ensure that the return to the agriculturist is 
in narity with, the return to other comparable classes oi 
producers. The way to prosperity lies not in depressing 
agricultural incomeo -so as to give a wider margin oi 
profit in industrial enterprise, but to undertake schemes 
of public investment on a scale which ..will stimuiaoe an 
increase in the level mf the national income itself. An 
attempt to bolster up urban industry by deliberatel .1 
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cutting down ru^al standards lends an appearance of pros- 
perity resulting in a false cense of decunty and complacency, 
with censequent delay in urgent measures of reform ana 
reconstruction If urban industry requi^’es assistance by 
way of reduction in its costs of production, such assist 
ance may be given by proteciivo measures and subsidies 
von urban consumption ratner than by a reduction in 
producers’ prices 

113 We recognise however that the present high 
levels of prices and costs in the world generally and in 
India in particular are the result of abnormal factors 
and a fall in prices is natural when conditions settle down 
It is our view that any reduction in prices that may be 
necessary should be brought about by a policy of securing 
the maximum possible increase m production within the 
shortest possible period and not by a pohey of dehberate 
monetary deflation This will improve the supply 
position and ensure that the fall in prices is gradual and 
coordinated 

114 If circumstances warrant the bringing about of 
a fall in tho general level of prices, we realise that a begi 
ning may have to bo made by operating on agricultural 
prices, since tho prices of foodgrains and agricultural ’•aw 
materials are tho basis on which tho entire pree structare 
of tho country depends It is important, h wever, to 
eriauro that tho reduction is brought about gradually and 
without undio disturbarco to tho relation of gri ultural 
prices with agricultural costs IVe, therefore, recommend 
that any reduction made in agricultural prices c,s a preli 
minary to a reduction m the general level of prices should 
not exceed 12^ % or 2 annas in tho rupee of tho current 
prices m any jear 

115 Attention has aho to bo paid to tho relationship 
between tho prices of specific ogricultuial raw mateiials 
and tho prices of the goods manufactured tlerefrom 
Whilo it may bo argued that the prices of manutactured 
goods should bo so fixed as to reflect tho prices of a^ri 
cultural raw materials at whatcaer lc\ el the latter aro 
fixed, the prices ot manufactured goods often follow an 
indciondcnt trend m rcspon'-c to supply and demand 
coniitiors which resists any alterations therein This is 
illustrated m tho following table relating to raw juto and 
raw cotton, and their manufactures — 


(5) Bela 
tion bet 
wcea 
pneesef 
raw mate 
Tials and 
prices of 
maon 
factures 
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miees oJ Prices o£ Jnte & Cotton, raw & maanfacte 

< Base 1938-39 100) 


Year, 


1929- 30 

1930- 31 

1931- 32 

1932- 33 

1933- 34 

1934- 36 

1936-36 

1936- 37 

1937- 38 

1938- 38 

1939- 40 

1940- 42 

1941- 42 

1942- 43 
2943-44 


Ijidex No, Index No. 

of loose of prices 

jute prices of Hessian 
at Calcutta I, Porter. 


127 
63 
80 

79 
61 

■74 

80 
86 
83 

100 

166 

113 

164 

182 

224 


160 

104 

101 

106 

117 

110 

101 

96 

86 

100 

172 

170 

226 

210 

25S 


Index No. 
of raw 
cotton 
prices. 
201 
135 
'l25 
121 
113 

130 
. 134 

131 
109 
100 - 

. 141 
123 
148 
200 
196 


Index ^0. 
of cotton 
manufac- 
tures. ' 
160 -^ 
139 
123 
119 
113 
136 
117 
111 
in 

^ 100 
m 
122 
171 


(Compiled ftom the material supplied by thel.C.C.C, 

andI.aj.C.). 


It will be seen from the above table that the gap 
between the prices of raw materials and of manufactures 
has been to the advantage of the raw material producer in 
thecaseof jute until 1939-40, after which this tendencywaa 
reversed. In the case of cotton, the cotton grower does not 
appear to have made any clear gain except for a minor boom 
during 1934-35 to 1936-37. The reason why the primary 
producers have lost ground relative to the manufacturers 
since the commencement of the Japanese War is presum- 
ably the loss of certain overseas markets, which were 
particularlyimportant in the case of jute and cotton. It 
^11 not be sufficient therefore to fix the prices of raw 
materials and manufactures merely on the basis of a rela- 
tion which prevailed in a chosen ‘normal’ base period. 
It is possible that in the interim period changes may have 
taken place in the basic economic situation, such as the 
development of substitutes, shifts in the currents of interna- 
tional trade, technological improvements etc., all of which 
are likely to affect the concept of “normality”. In fixing 
relative levels of prices of raw materials and manufactures 
therefore, these factors should be taken into account as 
far as possible. In circumstances where the prices of 
manufactured goods for one reason or the other do not 
permit of any adjustment, the situation will have to bo 
met by making necessary adjustment in the prices of the 
raw materials themselves. 



116. In the caea, of agricultural goods which have (ri EaU- 

synthetic substitutes, the prices have to conform to the 
requirements of competition. While for a time it may pj 

be necessary to support the natural agricultural product agticul* 

in its struggle for survival, if the synthetic product is tural gocdi 
definitely superior and can be manufactured so as to and tha 
satisfy tbe entire demand, the support to the 
natural product will have to be reduced by stages so as to 
'permit a gradual shift by the agricultural producer to some 
other lino of production. 

117. The level of prices within the country has to be 

in reasonable conformity with the trend of prices in tion 
the world as a whole. If prices are fixed at too high a between 
level relatively to world prices, it may lead to the loss ^oojestio 
of markets, especially for export crops. _ On the other 
hand if domestic prices are fixed too low it will* lead to tional 
reduction in the purchasing power of the masses and pricu. 
widespread unemployment and distress. 

118. The link between domestic prices and^ inter- 
national prices is maintained by the exchange ratio 
between the domestic and foreign currencies. In the case, 
of India, it is provided by the stabilisation of the rupee 
sterling ratio of exchange. The rate at which this ratio will 
continue to be stabilised in the future will therefore in a 
sense determine the level of internal/ prices. The 
present ratio is fixed at one rupee equal to 1 sh. 6d, and 
changes in this rate are subjeot hereafter to the obliga- 
tions that India has undertaken by virtue of its mem- 
bership of the International Monetary Fund. 

119. The rate of exchange between the rupee 
foreign currencies has ultimately to bo stabilised st & 
level at which it would broadly reflect the parity 

the purchasing power of the different currencits, 
general price indices for the major counirisj 
whom we are on trading relations arc thsTs in 
following table : — 


Indices ol Wholesalo Pric-ss, 

U.K. U.8.A. Canada 
Tear. {Board o/ (Depart- [Dominion ^ 

Trade), imnt oj Bureau . 

labour), of etaiui:u, - — 


1039 

1040 
1941 


lOO.O 

132.9 

118.4 





fa) Finan* 
cial 

resoarces. 


_ C4 


1942 

1043 

1044 


11)5.1 
1 0?}. j 

iOi.I 


128.1 

133.7 

134..0 


128.8 

132.6 

135.9 


131.5 


138.2 

230.3 


171.3 

284.3 
375.9- 


(Ail indices) have Icon c jiivericd to tlis base 1939*100). 


From vcmp-ihon of- tb-ese fi.rares, it is obrioiii 
U'lat (iiv iiivroL:.,v w the Indian price leyel has btea 


lhan the in{;rfu.sc in iiu- price level in the Uniied ^ 


asfatcG of America or in zhe United Kinr^dom. Tie' 


oxAiing level oi pru^ts m ail conneries is however the 
result oi c.x'ccptionai circumsianees of .a temporary 
charctcter and the current rates of exchange do not 
necessarily roprcsonr the correct relationship between 
the cost and the income structures in the different 


countries. The 
all coimrrics is 


co.'it. income and price structure in 
affected at. present by abnormal factors 


such ns 


hoarding, speculation, dislocation of tra-nsport, 


suspension of supplies from normal sources and restrio' 
lions of various sorts. The existing ratio of exchange 
bjotween the rupee and the sterlmg as also the ratios 
between the rupee and other currencies arising out of the 
rupee-sterling link are maintained at their present level 
by different devices of exchange control. The determi- 
nation of an appropriate rate of exchange between the 
rupeo and foreign' currencies is therefore a matter of 
cohsiderable'importance from the- point of agricultural 
prices. 


120. The financial resources which the Sts.te^caa 
i muster for enforcing its price support prograrhnie also 
constitute an important factor. As we describe in s 
. subsequent- chapter, it is possible to work the price 
supjjort programme in a. manner Vr-hieh over a course of 
years %youid involve no loss to the State. In embarking 
upon such a programme however, the State does under- 
take a financial liability which though of a contingent 
character has to be fully considered before the pro- 
gramme is launched. Purchase and sale operations on an 
adequate scale and tho holding of buffer stocks of diffe- 
rent types of produce are the main instruments of a 
policy of price support and these involve a large in- 
vestment of ca-itital. Though over a period of years the 
profit and loss on these operations may cancel out, in am 
particular y^ear there does exist the risk of loss arising 
out of posmble differences in the ymrehase and sale prices. 
Moreover, there is the question of the capital necessary 
for the execution of the programme, it is reassuring to 
note in this connection that the Government of India, in 
their recent Statement on the Ali-India Policy of 


Aerioulture and Food, have laid down the general 
principle that proposals will be judged not only on the 
basis of the direct financial return, but that full account 
will be taken of the indirect economic and social bene- 
fits to the country as a ■w'hole. At a time however when 
the State is about to embark upon large projects ol 
reconstruction in different directions the demands, for 
. capital are likely to be larger than the savings avail- 
able for investment. In these circumstances, the avail- 
able capital will have to be rationed out on some basis 
of priority. While it is our opinion that a programme 
for supporting agricultural prices should ^ receive a 
reasonably high priority in any plan of public expendi- 
ture, we realize the necessity of taking into account 
the availability of financial resources in deciding the 
level at which and the number of commodities for 
which prices are fixed. 


121. The fixation of prices encourages or discourages 
the future production of the commodities concerned and in 
the case of inter-related commodities, it influences the 
relative production of each of them. The price policy 
has therefore to be carefully coordinated with the 
general crop plan, so as to achieve the accepted produc- 
tion targets for each commodity. 

H 

122. Finally, account must be taken of any assistance 
given by the State through other forms such as 
provision of facilities at a price below cost, rubsidised 
creation of demand, remission from taxation, etc. In 
fact, it will even be the duty of the price fixing autho- 
rity to consider whether in the case of certain commo- 
dities, assistance may not more usefully bo given par- 
tially or wholly, through any of these alternative 
methods. A guarantee of prices is only one, even if the 
most important measure of assistance, and the level at 
which the guarantee is made offeotivo must be determined 
in the context of other forms of assistance as well. 


12.^. The determination of minimum prices durinj 
tho poflt-traMition period is thus a highly complioatet 
tcchidcal task involving tho careful consideration of a num 
balancing of tho respective advautacc 
of different courses of action. The interests of the aari 
culturists may call for a set of prices, which it may no 
bo practicaWo to enforce for lack of sufficient financia 

priMm'a; bo r ”'fT' to ‘tat the minimun 

price may be fixed at a lovol below the fair parity price 


(/; Effdofcs 
on futura 
production. 


(p) Asaia* 
tancd given 
through 
other 
meaeuree. 


(h) General. 


{Hi) Hock- 
hoitom 


^ minimum prices is dependent 

_ao conflicting considerations, the principle of 

lairness is in danger of being side-tracked and the 
oomputanon of the fair parity price proving of little 
practical use.^ Some of us therefore recommend that 
any reanction in the fair parity price on account of the 
considerations already referred to should not esceed 12 ^% 

of tne fair parity price and the minimum price should 
be fixed accordingly. Other members of the committee 
are of the view that no hciication olioiitd be placed cn the 
discretion nf the price-fixing ou-he'^ity in this respect. 
We are ail agreed hotvever, that the computation 
of fair parity prices with the object of estimating the 
inoome that in fairness is due to the cultivator is a 
matter of cardinal importance. Even if in certain years 
the minimum price.s may have to be fixed below the fair 
parity prices, we “have no doubt that the two will tend 
to come closer to each other with rise in national 
income, increase in agricultural efiScienoy and experience 
of regulation. 


126. As a further safeguard, we are of opinion that 
the minimum price should never be fixed so low as will 
make it of little practical -value from the point of view 
of the ryot. Since certain items of agricultural costs are 
rigid in the short period, an unduly low minimum price 
may odmpletely upset the economic balance of the 
countryside. In order to prevent such a contingency, we 
recommend that there shoula be prescribed an absolure 
rockbottom minimum, below which prices should under 
no circumstances be permitted to fall.- There is no agree- 
ment amongst us as to the actual level of rhe rock- 
bottom minimum and the period for which it should 
hold good. Some menTDers consider that io should be 
equivalent to the average price of wheat ruling in the 
principal producing areas during the quinquennium 
1924-26 to 1928-29 viz a price ofBs. 4/8 for wheat at 
Layallpur, with the prices for other products in parity 
with the price of wheat and that this rook-bottom 
minimum should hold good for the next five years, after 
■which the position may be reviewed afresh in the light of 
the general principles laid down. Other members coufiidu-r 
that it should be equal to this average price raised by 
26% viz a price of Rs. 6/10 for wheat at L^'aUpur, vdfcn 
the price for other products in parity with the pno'> ot 
wheat and that this rook-boDtom minimum^ should 
-operate as a permanent part of policy. Wo are however 
unanimous that-it is neceasaiy to lay down an absolute 
as a aafeauard againsLa general depression, 
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126. We roalifio that a fall m agricultural prices cannot 
be avoided however, if a catastiophic fall takes place in 
industrial pnce«. Industrial prices axe sensitive to 
mtornational factors and. in certain circumstances such 
as general over production, they are hable to fall to very 
low levels la that case agricultural prices will also fall 
since such a fall is implicit in the parity approach and it 
may prove difficult tohold them evenat the rock-bottom 
minimum level We therf'forc recommend that Govern 
ment should always watch the position with vigilance 
and if a pronounced downward tendency in industrial 
prices manifests itself, it should adopt monetary and all 
other possible measures to maintain mdustnal prices at a 
reasonable level so that any undesirable reperouasions on 
agricultural prices may be avoided, 

127 As a corollary to the fixation of a minimum 
price below which market prices should not be permitted 
to fall, it 13 also essential to fix a maximum pi loe beyond 
which market prices should not he allowed to rise Just 
as a minimum price is necessary to safeguard the m- 
torests of the cultivatoi ao aiso a maximum price is 
aacessaryto fafeguard the interests of tie consumer, 

128 The considerations which have to be kept m 
view in calculating the maximum prue are the usual 
trade differentials, the storoge charges during the season 
and the normal market fluctuations m prees. The 
range between the minimum price and the maximum 
price should not however be unduly large as it may lead 
to speculation ard thus defeat the object of ensuring 
stability in prices At the same time, the maximum 
should nothin any case bo lower than the fair parity 
price, which is the objective to be constantly aimed at. 
In view of these considerations, we recommend that the 
maximum price should be fixed either (a) at- a level 
26% above the minimum price, or (6) at a level equiva- 
lent to the fair parity price, whichever of tbo two 

- 18 higher 

129 The minimum and maximum pxiceawill have to 
bo fixed and announced at different times If the 
minimum price is to achieve tho objectives aimed at, it 
la necesaary to announce it sufficientlj before the land is 
prepared for sowing. It is at that tune that the 
cultivator will consider which crops ho should sow and 
ht would naturally take into account tho relative profita 
biUty of tho alternative crops which ho 


Fixation of 
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maximum 

prices 


TimiDg of 
announce 
meat of 
the mini 
mum 
price 
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While his cropping scheme each year would be determined 
partly by his domestic needs of farm produce, and 
partly by the time of arrival of the monsoon sowing 
rains, he would attach importance to a guaranteed 
price for his sm'plus produce. The minimum prices fixed 
would thus influence his decisions. 


Timing of 
announce- 
uiont of 
tliQ maxi- 
mum 
price. 


130. The maximum prices on the other hand should 
be announced after the crop prospects can be 
reliably forecast and in any case not later than the 
eo.mtnencement of harvest. This will enable the supply 
position to be more correctly gauged. 


Periodfor 131. Tho prices, once fixed in this way, should conti- 
which nue to remain in force unaltered for a minimum period 
prices of one crop year. Ono of the important consequences of 

remain filing minimum and maximum prices at a. specified 

’ level during a crop year is that the grower will more readily 

market his surplus produce soon after harvest. After 
he has marketed his produce, the minimum price is no 
longer of importance to him,' but it continues to be 
important from the point of view of the trader who 
holds the stocks and the banke? who makes advances 
against the security of these stocks. The maximum 
price besides, which is based on the minimum price, 
is important from the point of the consumer all through 
the year. The price received by the grower more or 
less determines the price of the _ product at subsequent 
stages in the process of distrioution throughout the year 
and a whole year is therefore the minimum period for 
which prices should remain fixed. 


Eevision of 
fixed prices. 


132, At the end of the crop year the position 
eeds * to be reviewed afresb, and necessary changes 
lade in the prices fixed, in the light of such changes 
3 may have taken place in, the determining factors during 
le year. While it is desirable that as far as possible 
tiere should be maintained a certain stability in the level 
c ■ trices over a course of years, no impression, should 
e allowed to be created that any particular level of 
rices once fixed has become sacrosanct. It snouid be 
lade known in unambiguous terms that prices *;o 
„in fixed only for the crop year and that thereafter 
iev are liable to revision as a normal procedure in 
,e^ liffht of nev/ circumstances'. This needs special 
^ because of ' the tendency of prices to remain 

xed at S J that it cannot 

siting demand, The hislcy of tho 
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)nce support policies pursued in the different countries 
luring the depression clearly reveals the danger of 
nested interests preventing a downward revision of prices 
jven when conditions make it necessary, thereby giving 
ise to huge surpluses of production which have to be 
taken off the market by the State at considerable 
financial loss This rigidity in pnoo fixation was the 
outcome of pressure from vested interests and it brought 
the policy of price support mto disrepute It is therefore 
of importance that the public should be made fully 
aware that periodical revision of the prices fixed is a 
necessary part of price policy. 

133. The prices fixed must be adjusted for regional Regional 
differences Normally, different prices prevail for the price 
same commodity in different regions as a oonaequence differenoee 
of the costs of transport and the costs of handling 
involved m the movement of produce from one area to 
another and the differences in the supply and demand 
position The costs of handling and transport together 
amount in the case of wheat and nco to about 26 3 p c 
and 28 3 pc respectively of the margin of difference, 
according to the information contained m the report* 
on the marketing of those products The following table 
illustrates the wide range of price differentials as between 
the different Provinces in the country though Iho figures 
4o not always refer to the s ime qualities 



Average Harvest Prices (m Re per maund) 


Riob 

Wheat 

Provinob 

Average Harvest 
price during qum 
quennium ending 

Average Harvest 
price during quin 
quenmuru ending 


1928 29 I 
Ks As 1 

1938 39 

Bs As 

1928 29 
Rs As 

1938 39 
Rs Aa 

Assam 

Bengal 

6 6 1 
6 15 

3 0 

3 0 

6 1 

i 4 

Bihar 

6 3 * 

3 0 

6 3 

3 11 

Bombay 

8 2 

4 10 

7 8 

4 3 

C P & Berar 

6 2 1 

3 4 ' 

3 5 

3 1 

Madras 

NWFP 

7 4 1 

4 10 

3 13 

2 U 

4 12 

2 7 

Orissa 

Punjab 

4 7 I 

5 " a 

2 7 

2 11 

4 9 

2 6 

Sind 

9 12 

4 5 

0 8 

' 2 I 

UP 

7 5 

4 2 

5 b 

2 0 


( Fijures taUn from the final Report of the ra}m 7 ie 
Enquiry Commis&ion page 480) 
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While price differentials are Wrpiv in h 

with the develonmmii nf + narrowed do 

improvements in ^he means aiidi 

price differential will 
different regions on aecnnn'""^ r 
and demand conditions inSerert atas 

• X- ",j ^ ^ving at t^iie corresponding minimr 

TOste of f f all wan m 1 

Sts of transport, marietingandotherincidentalraoea-- 

feed TTT “iwM ‘iaa 1 

tlXGci on the basis of the miniinum prices for that area, 


QaaWafcive 134. Appropriate differentials for different qualitie 

Sencee f have to be provided for so r. 

• to ensure that adequate premium is obtained fo 
superior quality produce, Each product should . b( 
divided into ihreo or four broad grades or qualitiet 
and standards for each grade . or quality may be laid 
down; and produce which falls short of the standard 
laid down may be rejected by the State while carrying 
out its purchase operations. The minimum and -maxi- 
mum prices should be fixed on the basis of standard or 
fair average quality and suitable differentials should be 
allowed in respect of other grades and qualities. 


Prices at fixation of minimum prices which are 

different the wholesale prices at which the State guaranteed to 
stages in purchase all the supplies offered and of maximum prices 
marketing, t^ljich are the wholesale prices at which stocks are sold 
by the State in the mandies influences the entire price 
structure and automatically sets a limit to the possible 
variation of prices at other stages of distribution. The 
regulation of marketing and the development of coopera- 
tive marketing will also operate in the same direction. It 
' . may however be necessary, in certain circumstances, to 
regulate the prices at intermediate and retail stages 
aa well. 
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136, The policy recommended by us conforms in 
general with the broad recommendations of the Famine 
Enquiry Commission. The Famine Enquiry Commission 
while ' considering the quo.stion of increasing ihc foi,d 
resources of the oounxry recomunmdvd coordinuivd 
action on the following lines: “ First, by to fix a minimum 
price which would bo hiir to the producer and a 
maximum -price which would, bo fair to the eousuau-r 


n 


ind the revision of such prices from time to time 
Secondly the decisions as to the measures necessary 
rom time to time to secure the maintenance of the 
arice level within the pre determined maximum and 
nmimum and thirdly, the maintenance of an organiz- 
ition to carry out the measures decidua upon ’ They 
emphasised that the objeotivta of long term food policy 
5?eie lelevant to the problems of the transition period 
and need to be prommsntly kept in mind What the 
Famine Enquiry Commission have recommended in 
relation to food policy is in our opimon also true of 
agricultural poUoy m general 


137 The recommendations of the Famine Enquiry 
Comtniasion on the specific subject of the level of 
prices differ to some extent from our recommendations 
The difference however is only procedural The Famine 
Enquiry Commi'ision state their vigw as follows — “ We 
think it IS clear that it should bo the common aim of all 
Govornments concerned to secure as early as supply 
conditions m the transition period permit, that the prices 
both of rico and wheat in the different parts of the 
countrj should bo brought down to the normal parity 
with the level of rice prices at present prevailing in 
Madras and Sind We believe that if the actual prices 
that prevailed in the quinquennium ending 1938 39 were 
worked out in each Province and a price m the 
neighbourhood of 240 per cent of such average were deter* 
mined the result would broadly represent the target price 
level to be aimed at the end of the first stage of the 
transition period We do not imply that the proportion 
should be identical in all Provinces But we foel that the 

fixation of a price as near as possible to 240 per cent of 
the pre-war level would be appropriate m the major 
producing areas, that is in Bengal and Madras for nee 
and the Punjab and the U P for wheat, and if pnees 
arc fixed in Provinces m normal parity with such pnee- 
tho> are unlikely to be very much m excess of or 
much below 240 per cent” While this recomm-cJ- 
tion relates to the fir«t period of the tram -^p- 
propo^o that' 240 rcr c-nt of the pre vear 
y be fixed as the maximum for the second 

’ thommiraum 'wulii 'm fixed at about IMpv re-- 
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pro war let cl” 

cent of tlw pre-war level durmg’theseoiTrd'^' ^ 

on till, fact 'that is just below the a-^ ^ 

which pn vailed during the quno.e-i 
pric i,„, til iionoium !ipr^"„^ 
that an attempt should be 
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fixed and supported. It is known froin experience that 
the prices of certain commodities influence the prices of 
related commodities so that the fixing cf the prices of BOm» 
commodities produces a parallel movement in the prices 
of others. It would therefore be sufficient to fix prices 
of those commoditie.s which play a pivotal role in the 
general production structure. 

140. The determination of minimum and niaximum 
prices and their continuous adjustment in the light of 
changing circumstances is thus a complicated task 
involving careful consideration of the various factors in- 
volved and balancing of the respective advantages and 
disadvantages of the different courses of action, The 
level at which prices should be fixed cannot be left 
merely to the automatic working of an arithmetical 
formiila such as the one implied in the idea of a 
parity between agricultural prices and costs, though such 
a formula will no ' doubt be of considerable assistance 
as a broad indicator of the course of action called for. 
The prices have to be fixed in the light of many other 
considerations such as- the practicability of enforcement, 
the targets of production and the adoption of higher 
standards of agiculturaj technique. The task there- 
fore needs to be entrusted to an independent body 
speciaUy constituted for the purpose which can be 
depended upon to weigh the importance of the dif- 
ferent fa' olved and decide with impartiality end 

technica ‘ ■l.e the lev- vwhich prices should 
be supp . 
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CHAFiaa V. 

■ PHnciptts of‘ Ptict Enforcement. 

- U1 The determination of minimum ' and maximum 
pricM will serve little purpose unless specific measures 
are taken to ensure that the actual prices ruling in the 
market are within this range. In a free market, prices 
continually fluctuate in response to changes m conditions 
of supply and demand, and the fluctuations ate often quite 
out of proportion to the casual factors involved. Some of 
the causes of disturbance are essentially of a temporary 
t character which, if appropriate steps are taken in time, 
need not affect the prices at all. It is therefore neces- 
sary to intervene effectively in the market if the mini* 
mum and maximum prices are to he actually enforced. 

142. The announcement of minimum and maximum 
prices itself creates a beneficial effect on the market by 
making known to it the policy of Government regarding 
, the range of fluctuations, thereby reducing speculative 
transaotiona. The announcement influences the market 
sentiment in the direction of the support prices, and the' 
task of enforcement is to some extent eased. 


14 i. The moral effect of the announcement will 
not however go far enough unless the announcement is 
backed by sanctions of a more effective nature. There 
are always bound to be forces in the economic system 
which may get out of hand, and unless the powers taken 
by the State are sufficient to control these forces, the 
authority of the State will be brought into contempt 
with consequence demoraUaation of the market. 


144. We are of opinion that any proposals for the 
enforcement of prices should be formulated in the con- 
text of a competitive economy with freedom of private 
enterprise. The policy should be to operate upon the 
forces of supply and demand in the market and influ- 
ence them iu the desired direction. This can only 
bo done by operations which will influence the quantity 
of goods available in the market for sale and the volume 
of demand that comes forth for their purchase. While 
the mechanism of the market will then be outwardly 
retained for the determination of prices, the determinine 
forces will themselves bo modified in a manner which 
will result in the prices aimed at. By regulating the 
supply and demand that is permitted to be effective in 
the market, the State will in effect control the prices' 
but tbo control wiU be tempered by the fact that it wili 
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145. The most effective method of enforcing the 

S in tn Th" ^ is for the Stfte to 

^ the. market and carry out purchase and sale 

operations on its own account. The State should prevent 
prices from falling below the Boor level by purchasing 
freely at floor prices, and from rising beyond the ceiling 
level by seihng from its buffer stocks. Its capacity to 
influence the prices will of course depend upon the 
financial resources at its command and the reserve 
stocks in its possession. 


146. This method has been commonly employed for 
influencing the money market and the market for 
foreign exchange. -Central Banks have* used the tech- 
nique of open market operations in Government securities 
for influencing market rates of interest whenever the 
Central Bank rate has proved unsuccessful by itself, and 
at times, open market operations have even been preferred 
to changes in the bank rate as an instrument of monetary 
policy. While open market _operation8 in Government 
securities for influencing market rates of interest have 
been usually discretionary, open market operations for 
maintaining the stability of the rate of exchange have 
been more mandatory in character. Central Banks 
in many countries are responsible for maintaining the 
stability of exchange rates between domestic currencies 
and foreign currencies, and for that purpose are required 
by law to purchase and sell domestic and foreign 
currencies at declared prices. These operations 
were a normal feature of the working of the gold-sfcan- ' 
dard, and it was only when the legal obligation to sell 
gold could not be carried out for lack of sufficient 
stocks of gold that the gold standard was abrogated. 

In the subsequent period, exchange equalisation funds 
were constituted in many countries and though these 
funds were not legally required to buy or sell at stated 
prices, they did in fact operate in the market on their 
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\63, Tho suaiantee of a minimum pnce will call for 
measures of regulation designed to facllitaie its imple- 
mentation. These measures will include the regula-> 
tion of imports and of acreage under crops, the control 
of agricultural rents and wages, and the enforcement 
of adequate standards of farm management The State 
will have to employ some of these measures as a normal 
course, while in the case of others it should obtain 
reserve powers for use m epeoial ciroumstancea. 


164. The regulation of imports will be necessary in • jUiuU 
order to avoid undue strain on the purchasing organisa- Uo* oS 
tion If the domestic 'price of a commodity is higher 
than its pnce abroad, there wiU be a tendency to 
import that commodity until the increased supply in 
the home market reduces the domestio pnce to parity 
■with the international pnce If movement of gooda 
into the country ' 18 unrestricted, then the open market 
operations that the State may be required to undertake^ 
would be of such dimensions that they may prove to be 
beyond the financial resources of the State. With ^ 
unrestricted imports, the State may find itself saddled 
•with an enormous volume of stocks without having 
succeeded in enforcing the mimmum prices in the market 
In order to avoid such a contingency, the regulation 
of foreign import is an essential corollary’* i to any ^ 
policy of price fixation. 


185. It should bo open to the State to regulate 
imports by any method that may be suitable in each ease 
One method of regulating foreign trade which was r 
m common use during the depreeeion and during irar. 
time was the control of foreign exchange The^s- 
Mbihties of exchange regulation are however now 
tnoted within very narrow limito by India's 
of the International Monetary Fund The mertn^^u^ 
which the domestic level of prmee can st^ 
extent bo insulated from international ™ 
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and foreign currencies, and for that purpose are required ■ 

by law to purchase and sell domestic and fLigi, 
currencies at declared prices. These operations 
were a normal feature of the working of the iold.Bts.n- ' 
dard, and it was only when the legal obligation to sell 
gold could not be carried out for lack of sufficient 
stocks of gold that the gold standard was abrogated. 

In the subsequent period, exchange equalisation funds 
were constituted in many countries and though these 
funds were not legally required to buy or sell at stated 
prices, they did in fact operate in the market on their 
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the wholesale dealers. In n predominantly agrioul ‘1 
tnral country like India with producers educationally 
backward and traditionally tied to the local money-lender 
and trader,* T it is ,of the highest importance to so 
organise the purchase operations that the guarantee 
will be effective within a few miles reach of every i 
villager in the country, its effects permeating the entire • 
Afield. 

) ' 

163. The guarantee of a minimum price will caU for 
measures of regulation designed to facilitate its imple- 
mentation. These measures will include the regula-^ 
tioh of imports and of acreage under crops, the control 
of agricultural rents and wages, su'd the enforcement 
of adequate standards of farm management. The State 
will have to employ some of these measures as a normal 
course, while in the case of others it should obtain 
reserve powers for use in special oiroumstances. 

164. The regulation of imports will be necessary 'in ■ 
order to avoid undue strain on the purchasing organisa- 
tion. If the domestic ‘price of a commodity is higher 
than its price abroad, there will be a tendency to 
import that commodity until the increased supply in 
the home market reduces the domestic price to parity 
with the international price. If movement of goods 
into tha country* is unrestricted, then the open market 
operations that the State may be required to undertake' 
would bo of such dimensious that they may prove to bo 
beyond the financial resources of the State. With 
norestriciod imports, the State may find itself saddled 
with* an enormous volume of stocks without having 
succeeded in enforcing the minimum prices in the market. 
In order to avoid such a contingency, the regulation 
of foreign , import is an essential corollary* to any 
policy of price fixation. 

165. It should be open to the 8tat-e to regulate 
imports by any method that may be suitable in each caao.'> 
One method of regulating foreign trado which was r 
in common use during the depression and during war- 
time was the control of foreign exchange. The pos- 
sibilities of exchange regulotion are however now res- 
tricted within very narrow limits by India's membership 
of the International Monetary Fund. The methods by 
which the domestic level of prices can still to some 
extent bo insulated from international prices are tariff 
duties, licensing and quota restrictions and Siatatrading 4 . 
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a number of other field crops and for wool and dried 
Iruits as they could be easily stored and therefore 
handled without much risk by the Commodity Credit 
Corporation. . Where the farm produce was a raw 
material entering into the production of a processed 
commodity, the Corporation guranteed to purchase the 
processed commodity from the dealers and processors at 
fixed prices, on condition that they paid fixed prices'^ 
to the farmer for their purchases of the ra-w material. 


loO. In India, the method of commodity loanfe cannot 
bo of general application, because the farmers 
cannot afford to make efficient arrangements for 
storage of their produce, and the value of the collateral 
is likeiy to depreciate rapidly if loans are advanced to 
them. Commodity loans can with more convenience and 
> with greater security be advanced to co-operative 
• societies if they have godowns of their own, but the 
cooperativo movement has not yet developed suf- 
ficiently on the marketing side to enable wide use to be 
made of such loans. Loans can be advanced to proces- 
sors and dealers in the case of commercial crops, since 
the trade in such crops is generally well organised 
and has adequate arrangements for storage; even 
in this case however there is the difficulty of ensuring 
that the benefits reach the actual cultivator. 

151. Under the ' circumstances, it is desirable that in 
India the State should undertake direct purchase and 
sale operations, even though it involves the construction 
of warehousing and godown accommodation on a 
considerable scale with attendant risks. We there- 
fore recommend that the State should extend a 
guarantee to purchase whatever quantities of produce 
may be offered to it at the minimum price and Under- 
take to release stocks at the maximum price. The State 
however should remain free to purchase on its own initia- 
tive any quantities in the market at the current price for 
the ^purpose of building up its buffer stocks and turning 
over the stocks from time to time. 

162. It is necessary that the guarantee to purchase 
at the minimum prices should be effective at all 
important market centres in the country, _ If it is made 
effective only at a few centres in a Province, then the 
producers in distant parts may not be able to 
reap the advantage of the minimum price by ' selling 
their produce direct to the State and the benefits of the 
guarantee would be received only b^ the ^ traders apd 
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.the wholesale dealers. In a predominantly agrioul'i 
tural country like India with producers educationally 
backward and traditionally tied to the local money-lender 
and trader,- it is of the highest importance to so 
organise the purchase operations that the guarantee 
wUl be effective within a few miles reach of ©very ■ 
- villager in the country, its effects permeating the entire 
Afield. 

163. The guarantee of a minimum price will call for 
measures of regulation designed to faollitaie its imple- 
mentation. These measures will inoiude the regula-. 
tion of imports and of acreage under crops, the control 
. of agricultural rents and wagesi an'd the enforcement 
of adequate standards of farm management. The State 
will have to employ some of these measures as a normal 
QQUTse, while in the case of others it should obtain 
reserve powers for use in special ciroumstancos. 


164. The regulation of imports will be necessary ' in • 
ordet'to avoid undue strain on the purchasing organisa- 
tion. If the domestic ‘price of a commodity is higher 
than its price abroad, there will be a tendency to 
import that commodity until the increased supply in 
the home market reduces the domestic price to parity 
Vith the international price. If movement of goods 
into tha country' is unrestricted, then the open market 
operations that-tlm State may be required to undertake' 
would be of such dimensions that they may prove to bo 
beyond the financial roaourcea of the State, With 
nnidstriciod imports, the State may find itself saddled 
with” on ' enormous volume of stocks without having 
succeeded in enforcing the minimum prices in the market. 
In order to avoid such a contingency, the regulation 
of foreign . import is an ossontial oorollary- to any 
policy of price fixation. 


166. It should bo open to the State to regulate 
imports by any method that may bo suitable in each case... 
One method of regulating foreign trade which was i 
in common use during the depression and during war- 
time was the control of foreign exchange. The pos- 
sibilities of exchange regulation aro however now res- 
tricted within very narrow limits by India''s membership 
of the International Monetary Fund. The methods by 
which the domestic level of prices can still to some 
extent bo insulated from international prices arc tariff 
duties, licoaaing and quota restrictions and Stato 
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aie m full sympathy with theao general objectives it is 
m our view important to bear m mmd that expansion 
of trade by the reduction of barriers is not an end in itself 
Though such an expansion of trad© is necessary for the 
maximum utilisation of the resources of the world and for 
the concentration of production in the lowest cost reg 
lona, it 10 after all only a means for securing high and 
stable levels of employment and satisfactory standards 
of living within each of the mutually trading areas 
The means must therefore be adapted to the circum- 
stances of each country if the end is to be attained m all 
of them Though access on ‘equal* terms to the trade 
and raw materials of the world may bo a desirable and 
ultimate goal of policy, the fact remains that at the pre- 
sent moment different countries are in entirely different 
stages of economic development and backward countries 
must first accelerate the tempn of their development so 
as to get in line with the more advanced countries It 
has to bo recognised that this will naturally involve 
regulation of international trade by backward countries 
and that such regulation may have a prejudicial effect for 
the tjme being on other countries though everv effort 
should bo made to mitigate such effects. It is essential 
that the economy of each country should bo developed 
m a balanced manner and to the fullest extent in as 
short a period of time as possible because unless all 
countries are relatively in the same stage of economic 
development, full economic collaboration on equal t^rms 
will not be feasible and free trad<» will not be restored 
We therefore recommend that any internaUonal obliga- 
tions that India might enter into in the future, should 
be consistent with her freedom to regulate her interna- 
tional trade m such manner as maybe necessary for the 
enforcement of her agricultural price policy 


168. The regulation of rents and wages la necessary 
-as a cotollary to price poUcy in order to ensure that 
the benefits of the price guarantee teach the actual 
cultivator and tho agricultural labourer There is the 
danger that tho landlords may use tho price guarantee 
as a protest for raising rents on the ground that tho 
tenants got higher prices for their produce The agricul- 
tural labourers who are entirely unorganised and are not 
always awaro of what in faurncss is duo to them may con- 
tinue to bo exploited unless stops are taken to onforco 
the payment of minimum wages to them, 

160. In special ciroumatanoos, the State may need powers 
to cegulato the actoago under crops. The limitation of 
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supplies at the source by controlling production is one ol 
tlie most effective methods of maintaining support prices, 
and it was extensively used in the United States of 
America under the Agricultural Adjustmonb Act. As 
a matter of fact, during war-time, attempts have been 
made in India as well to regulate the acreage under 
particular crops in certain areas. Since 1940, the acreage 
\mder Jute in Bengal has been regulated by a licensing 
system which sets an upper limit to it in each year. 
The Indian Central Cotton Committee has been 
fixing, cotton acreage targets since 1944-45, and although 
these target.s arc not enforced b 5 ^'legislative action as in 
the case of Jute, various measures have Been "taken to 
reduce cotton acreage to the targets laid down. Legis- 
lative action has been taken through measures such as the 
Bombay Growth of Tood Crops Act (1944) to increase 
the acreage under food crops. The principle of regulating 
the acreage under crops is thu.s alread}^ adopted in certain 
cases and we recommend thab'it should form a permanent 
feature of agricultural policy in the future. 


(tv) EnforcB- State should also have the power, for use in 

ment of special circumstances, to enforce adequate standards of 
atandardsof management in farming so that the landlord', enjoying the 
manage- gocurity of guaranteed minimum prices, should not remain 
ment. to neglect ills land. In- fact, the power to enforce 

efficient methods in agriculture is a, necessary comple- 
ment to the power to regulate acreage under different 
crops since efficient and intensive cultivation is no less 
' important than increasing the cultivated area for pur- 

poses of expanding production. 
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161. The maximum price will have to be enforced by 
the State by selling judiciously from its reserve stocks 
at that price. The experience of price control during 
the war has shown clearly that unless adequate stocks 
are maintained for the purpose of releasing them in the 
market in times of scarcity, the attempts to hold prices 
below the maximum will fail. Unless trading interests 
are convinced that Government liave in their possession 
the physical resources necessary to break the back of a 
rising market, control of maximum prices will be in- 
effective. Though the undertaking to release supplies 
will normally become operative only when the market 
price reaches the maximum, the State will be free to 
sell at its discretion at any price and it should in'' fact, 
begin to operate as soon as the market prices show a 
pronounced tendency to move towards the maximum. 



162. The undertaking to supply produce at the 
luaxiuium price should be made effective ui the pimcipal 
mandia m order to put an effective ceiling to the whole* 
sale market prices every where The price at which the 
retailer sells the produce to the actual consumer wiU be 
somewhat higher than the wholesale price, but since it 
would bo closely related to the wholesale price, the release 
of supplies at the maximum price cannot fail to influence 
the retail price ta the consumers 

163. Although normally an -undertaking by the 
State to provide supplies to the market by sales from its 
own stocks -will be sufficient to prevent prices from rising 
above the maximum, it will be necessary to have certain 
reserve powers to meet unforeseen emergencies We are 
of opinion that the State should be armed with the 
reserve power to undertake statutory price control and to 
prohibit a seller from t iking or a buyer from offering more 
than a prescribed price and a buyer from offering or a 
seller from taking less than a prescribed price Sta 
tutory price control when it is imposed will bo aocom 
pamed by pen il measures for any breach of the law and by 
an administrativo michinerv for policing the market 
The Stuto should also bo armed with reserve powers to 
rociuisition supplies and regulate tho.distribution of sup- 
plies by rationing, ^7henevcr necessary 

lb I The crux of the problem bowo-vor both In the 
enforcement of the minimum as well as of the maximum 
prices is the holding of reserve stocks on an 
udi-quato scale The stocks in the possession of the State 
must bo adequate for tlio purpose and the State should 
be in a position to add, to them or draw upon them as 
the situation maj require Then the Slate will bt able 
to intervene effectively in*thc market bj adjusting it^ 
purchnso and sale operations to the changing supply ami 
demand situatiou 

16 Whilo deciding the si^o of the reserve stocks it 
must bo taken into account that the resorvo stocks 
maintained will also li oi to serve as *1 famine emergency 
rCicreo Ej^ponenco has shown that m anj \eaf the 
monsoon rams ma) be so deficient as to result in partial 
or total crop fa lure oicrnido areas It 13 not nlwa7 8 
p^)^slb!o tu obtnn imports at short notice for making 
gootl tlie dcfnit arising from, this cause and the State 
fcl imhl tin ri fon ha\t a sue ibU omtrgene\ nscrve as 
f'u ituiiramo i unst crop fnilun Wo thus nuKage a 
dml purpo L rct>( r\ which will function both for enforc 
»»g prices and for meeting tmcrgeucics U’' 


reserve 

stocks 


84 


Monetary 

policy. 


purposes for which such a reserve is to be utilised 
should bo kept distinct and provision should be made 
tor all contingencies, the reserve cannot obviously 
remain in two water-tight compartments. In the case 
of foodgrains in particular, a famine' will call for the 
utilisation of all available stocks and it will be impossible 
to earmark any part of the reserve for any purpose other 
than relief. The reserves should be maintained at selec- 
ted strategic centres within the country so as to enable 
them to be rushed at short notice to those threatened 
points where the market prices show signs of departing 
from the prescribed limits or where conditions of famine 
emerge. 

166, The reserve should be exclusive of the stocks 
normally held by the market for meeting the gap between 
current demand and supply requirements. The reserve 
will for the present have to be built up from imports, 
since internal foodgrains production is deficit to require- 
ments and imports fill up the gap. When production 
within the country expands, such reserves should be in- 
creasingly built up from internal surpluses and the depen 
dence on imports reduced, 

167. While a guarantee to purchase at the minimum 
price and an undertaking , to sell from reserve stocks at 
the maximum price accompanied by open market opera- 
tions are in our view indispensable for enforcing the prices 
fixed, we desire to emphasise that these measures will suc- 
ceed only if the monetary policy adopted by the State is of 
a complementary character. Though market prices can 
be influenced by State purchase and sale operations, 
these -operations can only cope with marginal quantities, 
and the supply and demand for the commodity as 
expressed through money terms will still remain the real 
basic forces for the determinq^tion of market prices. The 
level at which market prices can be maintained will 
ultimately depend upon the level of national incomes and 
the purchasing power of the population. It is only by 
pursuing a monetary policy which will stimulate general 
economic development and raise the national income, 
that we can create an environment within which the 
price-guarantee can be made effective. 

108. The responsibility for ^enforcing th^ measures 
recommended by us should be entrusted to a State 
corporation specially constituted for this purpose. It 
should carry out the necessary purchase and sale opera- 
tions and regulate the import and export trade in order 
to implement the price fixation programme. It will need 
fixed capital for the oonstruction of the , necessary 
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Btorage accommodation and •working capital for holding 
tha Tcaerve stocks, meeting the ospenses of turnover 
and carrying out purchase and sale operations. Ita annual 
operating costa will include charges on account of 
interest on fixed and -n^orking capital, depreciation and 
maintenance of godowns, deterioration of reserve etocks, 

V storage, staff etc. The operating coats should in the 
^long run ho met out of tho profits of the corporation. 
It may make a profit out of the difference between the 
prices at which its purchase and sale operations are 
executed in the doni» stic market and also out of the 
difference between tbe domeaiio and interwhtional le^elof 
prices to the extent of its Import and export transactions. 
The corporation should build up a strong reserve fund 
out of such profits to enable it to tide over difficult 
years. 

109. We are glad to note that measures such as the 
ones recommended by us are also contemplated on an 
international basis. Tho F. A. O. has under consideration 
o proposal to set up a World Food Board, whose functions 
will bo to btablliio the prices of agricultural commodities 
over tho world market, to establish a World Food Reserve 
which will bo adequate to meet any emergency that 
may arise through failure of crops iu any part of the 
world and to finance the disposal of surplus produce 
through special terms to couutries whore tho need for 
them is most urgent. There is also a proposalto set up 
an Intcrnatiqnal Organisation for Trade and Employment, 
and various Commodity Commissions with functions 
moro or less similar to those already mentioned. Tho 
establishment of an International Wheat Council is also 
contemplated. In course of time, these various bodies may 
be suitably coordinated through a single machinory under 
tho.United Nations Organisation which will deal with 
agricultural commodities on an international basis and 
'maintain their prices within certain minimum and maxi- 
mum limits. Tho national price policy should then be 
suitably integrated with tho international price paUcy 
and the machinery set ’Up within tho country should 
work in close touch with tho United Nations Organisa- 
^ tion. 

no, Tho principles of enforcement will have to bo 
suitably adapted to individual commodities. With some 
commodities tho demand for which is steady and easily 
predictable, a relatively smaller reserve may servo; 
with others, tho demand may be erratic, stocks 
may easily accumulate, and control of the market may 
require larger reserves. There may also bo technical and 
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17'.:. 'Fin- narof-i of onfori'i’rn -nt nua.-jurca will also 
li -f) -n-i u])i)n :iio iiuuiif>r .uni chn r n-Lcr of the commotli- 
(if - for orifo ruitporr. Wh'iilo aqtiity may doiaand 

(he '11 >i<»o "f Oi'ir ■ 'in ir intro, to ull tiurioulturai com- 
miKiif i--.'', it n-t importtint to kcop in view nnaacial and 
a-imini;dr;vtivr r.nj.rrt;: .jf pr<'hiem and (he need to 
im.-.{rn aiowly in a new oml pr.trUi’a!!y untried field. Wo 
are iherrfure of tin- Ofiininn (liat fsriee guarantees ahoidd 
fir..-(. be irieil out iu respeet nf a few important coinrnodi- 
tie-i ;uid later extended yradm.ljy to cov'd' all the strategic 
(mnunoditie.^ in the field of agrieuliural production. At tho 
name time, tho dangers of apfdying tho policy to far too 
few cumnioditics cannot he ignored. Any isolated at- 
tempt to .sujiport tho prices of a ero]) or two ma}' lead to 
diversion of vacreage, mounting surpluses and problems of 
disposal, "W’e ere .strongdy of opinion therefore that price- 
gnaranteo< should be tried out over a fairly large sector 
of our agru'ulturai economy right from the start. If a 
hailing and half-hearted policy wde to be pursued and the 
'marantees extended to only one or two crops on the 
score of enurious cxpVrinu-ntaiion and fiuanciul prudence, 
the resultiid iiu vitnble failure- may ho held up as an 
argument fora policy of inaction in tI\o future and incal- 
cidabio harm done to tho cause of farmers in this country. 
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Chaptee VI 

Price policy for ^ood Crops 

17 i Tho nocosaity of oxtondmg tho policy of price 
fixation to food crops nocda no epocial ompha'aio Firstly , 
aiiico over 4/5th0 of the cultivated area in India la 
devoted to food cropa, tho income of the bulk of tho 
.agricultural population doponda on the prices of such 
crops. Secondly, in apito of such a high proportion of 
our land being under rood, our national production atiU 
falls short of our ropuiramonta and an assurance of » 
roDiunorativo price is nocossaty for stimulating food 
production The average annual net imports for the 5 
years ending 1041 42 amounted to about 1 million tone 
and tho Foodgrains Policy Oommittcc came to tho con 
elusion that annual imports on tho same minimum level 
would bo necessary m the future The Famine Enquiry 
Comraisaion allowed for a further 2 million tons on aco* 
ounfc of tho increase in population since 1041 42, thus 
estimating the annual roquiromouts of imports at 3 
million ton6 Tho dedoit m domestic production would 
bo oven larger if targets are framed on the basis of a 
mmiraum nutritive diet for tho whole population 
Imports have no doubt to be resorted to as a short term 
measure, but our oxpononoo danilg tho past year has 
shown how difficult It 13 to secure adequate imports in 
an emergency In tho case of foodgmns which are vital 
to tho life of the p«-oplo it is unwise to place oursshca 
m a position where wo would be dependent on other 
countries and imratdiato steps have to be taken *o expand 
food production within tho country to tho maximum 
exiont feaaiblL An appropriate price poUoy for food crops 
18 thus of first priority not only from tho point of 
maintiming agricultural incomes but also from that of 
Bccunng maximum output 

171 A price pohey maj not olways bo able to 
reconcile the uecossit} of assuring a lemunorativo pneo 
to the producer and keeping tho price within tho means 
of tho consumer lu course of time wo have no doubt 
that this conflict of interests would bo resolved, biuco 
^ our proposals are onij a part of a more coraprohemivo 
programme of economic development winch will result 
m a general rise in tho level of incomes and employment 
Until tho pneo policy has produced tlio expected Increaao 
m officienoy ind o itput per aero however, the pneo fixed 
wiaj insomooisca prove bevond tho moans of certain 
classes of consumers Iho remedy in uch ta ca lies m 
the grant- ot consumption subsidies to tho olobscs '* 
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oonsumore affioted. Subsidies on consumption were a 
common feature of war-time policy in tbe U. K. and the 
U. S. A. and any undue increase in the price of essential 
food-stuffs was thereby avoided. In India also, the 
principle has received acceptance in the sale of foodgrains 
at cheap rates to essential workers during the war and 
the supply of milk on concessional terms to children and 
expectant mothers in certain towns. A separate Committee 
set up under Jihe auspices of the Central Food Department 
is examining the question of food subsidies and we make 
a reference to it only because of its bearing on price 
the policy. Such subsidias will be necessary until 
increased productivity of land permits a reduction in 
the prices fixed, 

175, The fixation and enforcement of minimum and 
maximum prices for food crops should be according 
to the principles we have already discussed in the pre- 
vious chapters. During tho transition period, the mini- 
mum prices for foodgrains should be equivalent to 
the fair parity prices and all the produce that is 
offered to Government should be purchased by it at 
those prices. In the post-transition period when normal 
supply and demand conditions have been restored, the 
minimum 'pricos for foodgrains should be fixed after due 
allowance is made in the fair parity prices on account of 
the various factors indicated by us. This maym®an that in 
certain oiroumstahces the minimum prices may have to 
be fixed at levels below the fair parity .prices. According 
to some of us, any reduction in the minimum prices below 
the fair parity prices should be hmited to a maximum 
of 12^%, while according to others, -no limitation should 
be -placed upon the discretion of the price-fixing authority 
in this respect.^ The market prices should under no 
circumstances be permitted to fall in future below a rock- 
bottom minimum level. This limit is set by the fixed 
elements in agricultural costs and a fall in the market 
prices below this level will upset the economic balance of 
the country side. The Sub-Committee are unanimous In 
the view that the State should undertake the obligation 
to prevent prices' from falling below such a rock-bottom 
minimum. Some members of the Sub-Committee consider 
that this undertaking should operate only for the next 
five years after which the position may br reviewed ^ 
afresh in the light of the general princi^es laid down, 
while other members of the Sub-Committee consider that 
it should operate as a permanent part of policy. As 
regards the actual level' of the rock-bottom minimum, 
Boine members of the Sub -Committee hold the view that 
If should be equivalent to the average price of the com- 
modity concerned in the principal producing areas, during 
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tilt qumqucnmuiu Id24'25 to 101$ 39, c s. Ra. 4-8'0 p'^i 
md. for -vrli <it at Lv'illpur with prices of other coraraodi 
ties in normal parity with it, members are of 

opinion! hat it should be 25% above this average, i e 
Rs “)/I0/0 per maun. I for wh at it liV^Upur with similar 
differt ntiala f oth r c^minoditicg During the transition 
as well as dunngthe post transition periods the minimum 
prices should be determined for each crop for the major 
producing a^'cas, and the minimum prices for other areas 
should be worked out therefrom waking sufficient allow 
anco for the normal costs of transport, marketing and 
other incidental expenses The maximum prices for each 
area should bo fixed on the basis of the minimum price 
fixed for that arf'a It aliould be the object of State 
policy to maintain market pneea of food grams within 
the limits set by the minimum and maximum prices fixed 
and for this purpose the State should guarantee to purchase 
allsupplics of such food grains offeicd toitat the mimmmn 
prices and undertake to provide supplies to the market 
by sales from its own stocks at the maximum price‘s It 
should also take the other measures which wo have 
previouBlv described to enforce its pohey 

176 A policy of price fixation for food crops has 
tho advantage that it c in bo easily iraplomeutod 
through tho •'Xisting idmmistrativ* maciiirit'r> The 
Central and Provincial Food Departmonti are ilroadi 
operating a system wlueh involve ^ tin. procur'^ment of 
stocks from witbm th*' countrv an I from u.bi >atl the 
planned movement of mtornal stocks fioui surplus to 
deficit areas and tho rationed distribution of grama in 
urban areas Tho procuromeat uper of the Gov cm* 
ment profoundly influonce tlu pn os m most raarkett 
though the degree of infhiein v .ncs according to the 
extent to whieh the mttlcd of pro< un mi at approxi 
mates lo a Govi rnmenl monopoU Thu cuitrvl haturc 
of our sch' mo \iz, bujing aim, selling operations bj 
tho State undertaken to influence* market prices is thus 
already in operation in a modified ferw Wo conaidei 
that tho exponcaco gained by the Agnculturo and Food 
Administrations during the war should bo fully drawn 
upon and utilised for implementing the price policy in 
future Tho present ictivitusand poUcica ofthoFoodadmi 
nistraiions should also bo orientated during tho transition 
period on tho hnca of our proposals so as to faciUtato 
their full implementation when tho machinery rocommoa- 
ded by us in a subaequeut chapUt is set up 

177. ^\TlolJ a policy of pneo fixation for foodgraim 
u odopUd, th^ question arista Ad to'wUicUoI*’ 
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grains should bo selected initially for its application, 
rho Famine Inquiry Commission, after making out a 
case for the fixation of the prices of cereals in general, 
nave oxpros.sod the opinion that in practice this would 
moan control of the prices of rice and wheat, the cereals 
which enter largely into international trade. In our 
view, however, the control of the prices of jowar and 
hajra is no less important. The following table shows 
an estimate of the average all-India acreage (reporting 
and non-reporting areas included) under different cereals 
during the normal period of 19.36-37 to 1938-30 and for 
the year 1943-44. 

Area under Cereals 


(in '000 acres) 



Normal. 

1943^44. 

Rice 

-11, m2 

84,938 

Wheat 

35,105 

34,859 

Jowar 

38,129 

39,425 

Bajra 

10,481 

24,222 

Maize 

S/129 

8,712 

Barloy 

7,174 

7,634 

Ragi 

5,780 

6,734 

Small Millets 

8,609 

8,643 


200,635 

214,167 


{Source : Worked out from figures given in “ Food 
Statistics of India ”, Statement No. "Kill.) 

During both the periods under reference, the area 
under jowar and bajra, taken together, accounted for 
28% of the aggregate area under all cereals as compared 
with 38% under rice and 18% under wheat in the normal 
period. In the year 1943-44, moreover, there has been a 
large increase in the acreage under bajra. Thus from the 
point of view of acreage, jowar and bajra are of con- 
siderable importance. Since millets and cotton 
are substitute crops and diversion of area from one 
to another is possible, we consider that it will be 
necessary to include millets in the price-fixation pro- 
gramme. Millets play a predomiuent role in the eco- 
nomy of certain regions, particularly the unirrigated 
zones. More than one-third of the acreage under millets 
is concentrated in Bombay and Madras. In Bombay, 
it accounts for about 40% of the net area sown for 
all crops, while in Madras the percentage is about 25%. 
Since millets are consumed entirely within the country, 
it will by no means be difficult to bring them within the 



ambit of & price fixation policy Government have 
already fixed minimum and maximum pnees for 
jowar and bajra in tbo principal producing areas and wo 
see no reason why tho policy should be discontinued 
For these reasons, we aro of opinion that price- 
fixation should be extended in respect of nee, wheat, 
V ba]ra and jowar from tho beginning and not confined 
/Jenly to rice and wheat, as suggested by the Famme 
Inquiry Commission 

178, Assuming for the present that among the food- 
crops, price-fixation is confined to wheat, nee, jowar 
and ba}ra and is operative only m British India, an 
estimate of tho quantity of reserve stocks required for 
implementing the policy has first to be worked out 
Since buffer stocks are intended to enable the State to 
sell in periods of abort supply and to buy in periods of 
excess production, one possible approach is to estimate (t) 
the quantity that is likely to be required by tho con- 
sumers in periods of short supply and (ti) the quantity 
that will need to be taken off the market by tho State in 
periods of excess production Since a deficit m the 
production of one crop may be made up by increased 
production of another it ts desirable to use figures of 
aggregate production when determining tho excess and 
deficit Moreover, the entire production does not come 
to market and tho reserve stocks required have therefore 
to bo related only to the marketable surplus of the 
growers In tho present contoxt normal production is 
determined vith refcrcnco to tho most likely 
production during any given year m tlio light of past 
experience Tho most likcl> production is that which 
was typical of tho largest number of years la. tho past, 
or In other words the mode Tho mode has therefore 
been used in tho calculations which follow, 

179. Wo givo below a table showing the production 
in British India of the four foodgrams under reference, 
for tho period since 1919 20, and the maxima, minima 
and modes of each us well as of tho aggregate 

j Production of Wheat, Bice, Jowar and Baira 

\ (in million tons) 


BRITISH IKHIA. (oxeluding Indlaa Stat«i) 


Year 

Wheat 

Hice 

Jotvar 

Bajra Aggregate 

1919 20 

8 0 

28 0 

5 0 

2 8 1 

1920 21 

B.7 

23 3 

3 G 

20 


Size of 
reserre 
Btocke 



Year. 

Wheat. 

Bice. 

J owar. 

Bajm. 

Aggregate. 

1921-22 

8.4 

27.8 

28.6' 

5.6 

2.6 

44.4 

1922-23 

8.2 

6.0 

2.4 

44.1 

1923-24 

8.0 

23.6 

4.3 

2.2 

38.1 

1924-25 

7.2 

25.2 

4.2 

2.0 

38.6 

1925-26 

7.2 

25.2 

4,2 

2.0 

38.6 

1926-27 

7.4 

24.1 

4.2 

2.6 

38.2 

1927-28 

6.4 

22.7 

4.9 

2.4 

36.4 

1928-29 

7.3 

26.6 

4.7 

2.1 

40.6 

-1929-30 . 

, 9.0 

25.8 

6.1 

2.0 

41.9 

1930-31 

7.7 

26.6 

-6.0 

2.4 

41.6 

1931-32 

7.3 

27.8 

4.4 ' 

2,2 

41.7 

1932-33 

7.6 

26,4 

4.6 

2.3 

39.9 

1933-34 

7.6 

24.9 

4.6 

2.1 

39.1 

1934-35 

7'8 

24.8 

4.6 

2.1 

39.3 

1935-36 

7.6 

22.3 

4.5 

2.3 

36.7 

1936-37 

7.9 

26.8 

4.6 

1.9 

41.2 

1937-38 

8,7 

25,8. 

4.0 

'1.9 

40.4 

1938-39 

8.0 

22.9 

4.1 

1,8 

36.8 

1939-40 

8.9 ■ 

24.6 

4.5 

2.0 

40.0 

1940-41 

8.1 

21.0 

' 4,6 

2.3 

36.0 

1941-42 

8.2 

24.3 

4.0 

2.2 

38.7 

1942-43 

9.0 

23.0 

4.2 

B.O 

39.2 

1943-44 

' 7.8 

29.1 

4.6 

2.8 ' 

44.1 

1944-45 

8.6 

25.6 

4.3 

2.4 

40.7 

Maximum 

9.0 

29.1 

5.6 

3.0 


Mode 

7.7 

25.0 

4.7 

2.2 


Minimum 

5.7 

21.0 

3.6 

1.8 



Aggregate Masimum . . 45.0 ^ 

Aggregate Mode . . 40.0 

Aggregate Mmimum . , 36.0 

Note — The figiu’es for the period 1930-1946 are more 
complete than these for the earlier years and 
are therefore not strictly comparable. 

Source ; (Agricultural Statistics of India) 

180. The I.C.A.R. Memorandum estimates that 
30% of the total production of foodgrains is brought 
to tlie market. On this basis, the maximum, modal 
and minimum distributable surplus would be 13.5 
million tons, 12 milIio]i ions and 10.4 million tons 
respectively. 
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181 Tho difference between the maximum and the 
node iR thus 1 5 million tons, while that between the miiu 
num and tho mode la 1 0 million tons The figure of 
1 6 millions may bo taken to represent the amount that 
may have to bo taken off from the market by the dtato 
in bumper years while h 6 millions raa;y bo taken as an 
ee+vmato of the deficit that may have to be put on the 
m ^ct in years of short supply On this bosip, tlu 
reserve which must servo both purposes vill have to be 
1 6 million tons It will be seen that this represents 
about 4% of the modal production 

182, Another approach to the problem is to esti 
mate reaorve stocks on some appropriate proportion of 
tho total distributable surplus marketed in bumner 
Years, this bting a rough indication of the largest 
quantity that tho State may be called upon to deal with 
The replies to our questionnaire indicate that there, is 
a general concensus of opinion that buffer stocks should 
bo between 3 to 4 months stocks, t e 25 to 33% of the 
annual distributable surplus, though a few rophoe have 
suggested oven Inglier proportions On tho basis of 25 
per cent of tho annual distributable surplus m tho year 
of maximum production, the rcsorvo stocks mav be put 
at 3 4 million tons 


^183. Tho estimates of the stocks noceaBary as an 
emergency reserve against famine may also afford some 
guidance Tlio Foodgrains Policy Committee have 
recommended tho setting apart of 0 5 million tons of 
gram as a Central Toodgrains Reserve The Famine 
Inquirj Commission also state that thc^ do not think 
thatareserNO of this size would bo cxecessive This 
reservo however la intended only to bndgo the period 
required for obtaining additional supplies of food from 
abroad Tho Teaervo stocks uecessory for maintaining 
pricta will naturally have to bo larger m size. 

184. Tho following estimates emerge from tlu* basis, 
which wo have examined — 




Basis 


fislimalc o/ reserve 
siocla (in 7!itlhon 
iona) 


(») Difftrcncc between mode and maximum/ 

minimum marketable surplus 1 GO 

(*») Replies to qiustiormuiro (proportion of 

normal stocks). J 40 


Location of 

reserve 

stock. 


u 

(Hi) Emergency Famine Reserve (Foodgrains 
Policy Committee and Famine Inquiry 
Commission). 0.50 

Wo have considered the above estimates, but are 
not agreed amongst ourselves as to the appropriate size of 
the reserve. Some of us are ,of opinion that the reserve 
may have to be as large as 3 million tons while others 
hold the view that a reserve of million tons will suffica 
We are all agreed, however, that a reserve of 1.5 million 
tons is the irreducible minimum and it is on this figure 
that wo base onr subsequent calculations. 

186, Wo wish to make it clear that we consider the 
figure of H million tons as tlie irreducible minimum 
for a national foodgrain<: reserve. Ws are aware that 
the Food and Agricultural Organization of the United 
Nations have under consideration at present a proposal 
for sett)ng up a World Food Board and that one of 
its objectives is to establish a world food reserve adequate 
for any emergen oj- which might arise through failure of 
crops in any part of the world. Wo welcome this 
proposal and hope that the Board, when established, 
would pay special attention to the requirements of 
backward and undeveloped countries. We are of opinion 
that a part of the reseve held by the Board should be 
located in India in consideration of her position in 
South-east Asia. The reserve held in India by the Board 
will however be quite distinct from the minimum national 
reserve of million tons, which we have recommended. 

186. The reserve stocks should be located at strategic 
points so that they can be immediately utilised to 
influence the market whenever the need arises. This 
implies that sizeable quantities will have to‘ be located at 
important centres, both in the surplus and deficit areas, so 
as to facilitate both procurement and supply operations. 
They may also be conveniently located at the porta 
of entry, since the reserve wiU consist partly of imports. 
Since Government wiU be purchasing all grain offered 
to them at the minimum price all over the country in 
order to make the price guarantee effective within easy 
reach of the cultivator, its stocks will accumulate at the 
selected small market centres. On the other hand, 
stocks will have to be maintained in the major consum- 
ing areas in order to implement the undertaking of the 
State to provide supplies at the maximum price. The 
problem of location of reserves in the context of their 
maximum effectiveness is thus a complicated one 
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and the centres of location should be carefully 
selected after taking into account all relevant considera- 
tions 

187 In view of the unequal distribution of stocks in 
relation to available storage accommodation at different 
centres the storage arrangements will have to provide 
for an extra margin over and above the mimmum reserve 
stocks contemplated We are of opimon that tlus margin 
should be ^ milhon tons and that for accommodating a 
mimmum reserve of 1^ million tons storage godowns 
capable of accommodating a mimmum of 2 million tons 
would bo called for 


188 The type of storage accommodation required 
would depend largely upon the proportion in which the 
different grams are held m reserve, the suitability of 
bagged and bulk storage for each type of gram, and the 
loccd conditions in the selected centre Where bulk 
storage is considered suitable, the respective adva 
ntagea of the Ehalti type of storage famihar m the 
XJ. F and the elevator typo of storage known in 
the west have to be examined In a small centre 
separated from the mandies when) the producer has 
to bring the gram to and move it Irom the depot m 
a bagg^ condition, the elevator moy prove uneconomioaL 
On the other hand, m important port centres where the 
turnover is large, the elevator type of storage may be 
found oonveniont 


160 We wish to draw attention in this connection 
to the unsatisfactory position regarding grain storage 
in general in the country The State should construct 
tho storage depots required for its resovo stocks at 
Its own cost Tho reserves hold by tho State will 
however bo only a small fraction of tho total gram 
surpluses wluch come into the market. Tho storage 
available for tho normal commercial trauRactions in the 
market has been shown to bo unsatisfactory by tho 
experience during tho war The possibihty of adopting 
suitable legislation for licensing gram dealers and 
requiring them to provide approved typos of storage, 
and of establishing licensed warehou'ios under tho 
auspices of the State as proposed in tho draft bill cir 
culatod by tho Resor\o Bank of Iiuba deserves to be 
explored Such measures would miiumi=o tho losses 
arisiug out of tho dotonoratioo of gram during ot 
and provide negotiable warohouso rocoipU ' 


Stor&g* 

accomme 

dation 


iMioo-vex 
of stocks. 


Cost of 
implement 
ing policy. 


{i) Fixed 
capital- 


enhance the value of tho security offered for market 
xmanoe. 

190. The provision of adequate aocoramodation at 
Bailyray Stations and main transit points also requires 
consideration. It is G(onorally hold that tho covered 
accommodation provided by the railways on the gocdj 
platforms lei^vos rrmch to be- desired and that good 
of damage is caused to tho grain -by e-xposuieto woathe'r, 
and by pilferage at points of de.spatch or trunsportaiion. 
Wn unaei’stand that in somo foreign countries tlieic 
is a statutory responsibility on the railwaya to provide 
adequate sheltered accommodation for goods in transh 
and the feasibility of taking similar action in India needs 
to be examined. - 

; 191. The various points connected with the problem 

of storage to which we have drawn attention require 
detailed invcsfcigalion. Wo therefore recommend that 
-the entire question should bo examined by the appro- 
priate departments in consultation with the -commercial 
, interests concerned. 

> 192, Even w’th the best arrangements for storage, 
'provision will have to be. made for the regular turnover 
f of the stocks so that they may not deteriorate unduly. 

The exact method and extent of turnover will naturally 
be, determined by the ^peculiarities of -each grain and 
its capacity to preserve its quality under local climatic 
conditions. The details of turnover should therefore be 
carefully worked out in the ' light of the physical and 
climatic ‘ factors involved. 

193. We now proceed to make certain tentative estima- 
tes of the costs of implementing the price policy for the four 
food grains, wheat, rice, jowar and-bajra, on the basis of 
maintaining and turning over reserve stocks of the order 
of 1^ million tons, and of providing storage accommo- 
dation for 2 million tons. 

194. With regard to the fixed capital necessary for 
the cost of construction of godowns for accommodating 
reserve stocks, it may be mentioned that a good de^ 
of'storage accommodation' has already been constructed' 
by the Central, Provincial and State Governments in 
connection with their food distribution schemes and 
further construction is still in progress. The extent of 
godown accommodation available and -under construction 
may be judged from the following figures given in the 

> “■^ood StatisticB of India”, ( Statement Ho, OVI )« 



statement sliowmg storage accommodation available 
and under construction m various Provinces 
and States (m ’000 tons). 


ProvineejStatt 


Storage accommodation 
availabltf including 
both Oovernmentouned 
godotons and those 
leased from pnuate 


Storage 
accommoda- 
tion under 
construction. 


persons 


Provinces 

Bull 

Bag 

Bag 

Assam 

9 

28 

10 

Bengal 

. . 

954 

315 

Bihar 


46 


Bombay 

160 

743 

93 

C. P & Berar 

. 


71 

Madras 


00 

43 

N W P P 


27 


Orissa 

42 

42 

17 

Punjab 

90 


100 

Sind 

, . 

91 

56 

V V 

74 

263 

• 

Total Provinces 

376 

2 213 

705 


ClNTRALLT ADlUKlSXEEEr AbC VS 

1 2 

I 1 

15 10 

Total Centrally 

Administered Arons 1 19 12 


Ajmcr-Mervrara 

Baluchistan 

Coorg 

Delhi 


bTATES. 


Baroda 


10 

Cochin 


39 

Hjdcrabad .. 


109 

Rampur 

, , 

7 

Travanooro 

63 

86 

0. 1. States ^ ^ 

16 

5 

Deccan States 

S 

15 

Baatom States . . , . 



Quirat States 

*8 





ft 


Kashmir 

16 

I 


Khairpur 


1 ^ 


Rajputana 

13 

30 


W. I. States 

26 

158 

« • 

Total States 

140 

1 

662 

44 

Gband Total . . 

516 

2,864 

761 


The information is not complete and we understand 
that the Central Pood Department are engaged in col- 
lecting more detailed information regarding the storage 
accommodation now available, Por the purpose of our 
estimates, the existing storage facilities may well be 
ignored, because they are inadequate to meet the present 
requirements of the trade itself and Government will in 
any case have to pay for utilising such private* accom- 
modation as may be available. In the circumstances we 
have thought it best to base our estimates on the basis 
of constructing entirely new godowns for the reserve 
stocks to bo kept by Government. 

196. It is necessary to first split up the required accom- 
modation of 2.00 million tons according to the proportion 
in which bulk and bag storage respectively will have to 
be arranged for. On the basis of the proportion in 
which grains are at present stored in Government godowns, 
it appears that the proportion of grain under bulk storage 
to grain under bag storage is in the ratio of roughly 
16 : 86. It Is difficult to say whether the same ratio 
will persist in the future, but assuming that it does, 0.30 
million tons of bulk storage, and 1.70 millions of bag 
storage, will have to be provided for. 

196. The cost of constructing these godowns may now 
be estimated on the basis of the recommendations made 
by Dr, P. P. Coyne in his ‘ Principles of Cereal . Storage’. 
Por bulk storagehe recommends the construction of godowns 
of the type built at Shamli in the U.P. by private enter- 
prise in 1944, but with additional bottom spouts. These 
are expected to have a caiJacity of 1,000 maunds ( =36.7 
tons ) and the cost of construction is putatRs. 1/4/- per 
maund of storage space, i.e. Rs. 1,260/- per godown. Since 
the godowns are expected to be roughly 10 feet in* height, 
the ground area will be of the order of 120 sq. ft. and 
the cost of site and levelling may be taken roughly at 
about Rs. 6 per godown. With regard to accommodation 
for bag storage, Dr. Coyne estimates uhe cost of cons- 
truction of godowns for holding about 267 tons at between 
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Rs. 6,000 and Rs. 10,000. We have taken Rs. 8,000/- 
per godown as the average cost The cost of site and 
levelling m respect of each of these godowns may be put 
at Rs. 110/- Using these figures, the fixed capital 
required for construction of godowns may be estimated as 
follows . — 

Cost oi construction of godowns for holding 
reserve stocks 



QuftxitUy 
of reserv* 
Btocka 

(Million 

tons) 

CApaclty 

per 

goaovn 

(tons) 

Ho of 
godowns 
required 

Cost of 
cons true 
tion per 
godown 
(Rs) 

Costofcon« 
trustion of . 
required 

No of go- 
downs (Rs 
crores) 

Bulk storage 

Bag storage 

0 30 

1.70 

36 7 

267 0 

8,174 

6,367 

1,266 

8.110 

1 027 

6.164 


The total cost of construction of godowns wiU 
therefore be Rs 1,027 plus 6 164ssRs. 6 101 crorcs, or 
about Rs 6 2 ■rores 

107 The above figure of Rs 6 2 crores represents 
only a tentative estimate of the fixed capital that may bo 
necessary In actual practice the amount required may 
bo less because in man^ cases the State may not construct 
Its own godowns but might otherwise subsidise such 
construction or obtain pu\atc godowns on lease on moro 
favourable terms On tlio other hand, it must bo re- 
membered that tlic figure of 1| nullion tons of reserve 
stocks which wo have taken for our calculations is in tho 
opinion of some of us on the low side Further, we under- 
stand that there is a difference of opinion amongst 
technical exports relating to tho estimates of cost put 
forward by Ur Cojnc, and that they arc considered by 
some exports to bo under estimates Tho figure of Rs 0 2 
croresmay thoroforo bo takenasaverj tentative estiinato 
which may hive to bo considerably modified after 
detailed technical investigations aro mode 

198 The working capital nccessar\ for the purchase 
of tho resorvo stocks w ill depend upon tho stocks of each 
grain in the reserve and tho prices of the different grains. 
Wo may assume for our purpose that tho re«crvc stof*’ 
are split up into tho diffirout grams m the propor*' 


UO H'orA 
nty cap 
tiaf. 
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ti\e- ve.^peeUvd modal values of their production and that 
ilii) prii'cy in thu cases of wheat, jowar and bajra are tho 
prosi'iib juinimuju prices fixed by the Government viz. 
K;-. 7-S-U, Rs. 5-4-0, Ils. 5-12-0 per luaund respectively, 
and in tho case of rice, for ■which no all-India minimum price 
luia been fixed, Rs. 8-8-0 per maund, i.e. Re. 1-0-0 abo^e 
tho prico for ‘jviioat. On this basis, the cost of reserve 
stocks will bu as under : — 


Cost of Reserve Stocks. 


Crop. 

Quantity 
of reserve 
stocks 

(million tons) 

Cost 

’ Rs, 

per ton. 

A. P. 

Value 

of reserve . • 
stocks. 

(Rs. crores) 

Wheat 

0.29 

204 

2 

5 

6.92 

Rico 

0.95 

272 

3 

7 

21.98 

Jowar 

0,18 

142 

14 

6 

2.67 

Bajra 

0.08 

160 

' 8 

3 

1.26 

Totj^l 1,60 




31.72 


Thus tho total cost of reserve stocks will be Rs. 31.72 
crores, or in round figures, Rs. 32 crores. 

199, In the initial years, the reserve stocks will have ■ 
to bo formed out of imported grain consisting of -wheat 
and rice. If an average price of Es. 8/- per maund is 
assumed for these imports and the entire quantity of 
reserve stocks are impox'ted from abroad, the total 
cost will amount to a little above Rs. 32 crores. The estimate 
of Es. 32 crores may, therefore, be taken as a reasonable 
estimate of the working capital required. 

Wi) Opera- 200. The annual recurring cost of operating the 

ting costa, programme may be taken to consist of the following 
items ; — ^{a) interest on fixed capital, {b) interest on 
working capital, (c) depreciation and maintenance of 
godowns, (d) deterioration of reserve stocks, (e) cost of 
bags for bag storage and (/) expenses of Staff. 

201. We feel that it should be possible to raise the 
fixed capital required at' a rate of interest which would 
conform j*oughly to that on long-term Government Securi- 
ties. During the last decade, this rate has varied 
between 3'|% and 2-|%. If we take 3% for our estimate, 
the annuarcharge on a fixed capital of Es. 6.2 crores will 
be Es. 18.67 lakhs. 
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202/ Tho interest on working capital may bo calculated 
n\ the assumption tliat it maj bo imss^iblo to raiao tho 
funds at tho treasury bill rate. Tho treasury bill rato 
lias varied bet^\een to ^%during the last threo 
years. If i% is taken for our estimate, the annual charge 
DU a worluug capital of Rs. 32 crorea will amount to 
Ra. 16 00 lakhs 

203. The depreciation chargts on account of goclowus 
maybccalculatedat 4% of the cost on tho assumption that 
a godowu wilHaat for about 25 years, and the maintenance 
harges at 1% of the cost of construction. Tho annual 
jhargo against these two items will thus be 6% on the coat 
)f construction of godowns which wo have estimated at 
Rs. 6,2 crores, t e. Rs 30 95 lakhs. 

204, An average loss of between 2 and 3% may bo 
expected on account of loss m weight and damage by 
lamp, weevil attack and vermm, according to the Markct- 
ng Reports pubhshed by tho Agricultural Marketing Advi- 
ior, Xf an aUowanco of on tho total value of reserve 
stocks is made on this score, tho annual charge against 
this itom may ho estimated at Ks. 80.00 lukhs. 

206, Tho cost of bags for bag storage may bo assumed 
0 bo Rs. -/S/'* per bag of 2 maunds, which becomes 
lUBorvicoablo after ono year. This is slightly btlow tho 
lurrent market price of gunny bags On this basis, tho 
total annual charge on account of 1 276 inilhon tons of 
gram which wo estimato may bo stored m bags, will 
amount to Rs. 86.70 lakhs. 

200. Wo expect that tho programme will fao worked 
through tho Provincial and Stato authorities who will 
employ thy normal trade channels for tho purpose 
of purchase and sale operations. Tho rates of commibsioa 
wluch aro being paid in somu of tho Proviuceo to 
purchasing agents at present aro as uuder — 


Proiin'ce. 

Hates of 

Peruntagt rate 


Commission. 

of Commission, 

Punjab. 

9.0 pics per md. 

0.52 

Sind. 

anna per md. 

0.78 

Bengal 

— 

1 00 

Assam. 

3 annas per md. for 


first 05,000 mds 

1.00 

O.P. 

1 anna per md. 

0 63 

Bombay. 

6 As. per bag of 182 
lbs. 

1.70 


m 


(Bates of Commission bare been taken from the 
Eeport of the Boodgrains Policy Committee, 
pp. 57-60. Percentage rates have been worked 
out on the basis of a price of Ea. 10/- per 
maund which was roughly the price prevailing 
■ in 1943). 

It would appear that 1% on the value of grain 
handled would be a fair remuneration for purchasing 
agents. Assuming that reserve stocks of the value of 
Es. 32 crores are turned over once every year on an average, 
the total annual . charge under this head may be 
estimated at Es. 32 lakhs. 

207. Since the programme is to be worked through 
normal trade channels ,on an agency basis, the only 
staff that is necessary is on account of the central 
enforcement machinery. The expenses on account of 
such staff may be estimated roughly at Rs. 3 lakhs. 

208. The total annual operating cost of the pro- 
gramme will therefore be as under : — 


Item, Annual Expenditure. 

(Rs, lakhs) 

(i) Interest on fixed capital. 

1-8-67. 

(ii) Interest on working capital. 

16.00. 

{Hi) Depreciation and maintenance of 

godowns. 30.95, 

{iv) Deterioration of buffer stocks. ^ 

80.00. 

(u) Cost of bags for bag storage. 

86*76. 

{vi) Agency Commission. 

32.00 

{vH) Expenses for staff. 

. 3.00. 

/ 

yOTAL. 

267.28. 


The annual operating cost will thus be of the order 
of Rs. 2.67 crores. 


Benefits of 

price 

policy. 


209. The aggregate modal production of these oropy 
is of the order of 40 million tons and the total valu 
about Es. 870 crores (valued at Es. 8/- per maund). 
With ah annual operating cost of Rs. 2*67 crores, it is 
thus possible to introduce a reasonable degree of 
stability in the production of crops worth Rs. 870 crores.. 
Ip view of the security that it will provide in the livei 
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of tho large mass of people in the country whose 
fortunes are linked up with these oropi, the cost 
is small. 

210. We wish to make it clear that the estimates of 
cost which we have worked out are only tentative and 
relate to reserve stocks of only 1.6 million tons. In 
times of depression however, stocks of much greater 
magnitude may have to be purchased in order to make 
the minimum price effective and the cost of enforcement, 
may be considerably higher. In certain circumstances 
the enforcement programme may also involve losses to the 
State. It is however precisely against such contingencies 
that the cultivator needs protection, and we are strongly 
of opinion that the State should not then bo deterred 
from enforcing its price policy by purely financial 
oonsidoratioQB* 
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Cbapteb VII. 

Price- Policy for Commercial Crops. 

211. Although wo give first priority to the fixation 
of the prices of food crops, wn are not unmindful of the, 
important position held by commercial crops in the agri- 
cultural economy of the 'country. It is true that the' 
proportion of the total oultivated area devoted to com- 
mercial crops is small, but in particular regions they 
occupy a very important position, and fluctuations in 
their prices have a groat effect on tho economy of these 
regions. They constitute the basic raw materials for some 
of the major industries of the country, and fchoir steady 
supply at fairly stable prices is of great significance to 
manufacturers, and to consumers of the processed products. 
They also include some of our chief articles of export, 
and any diminution in their production will ultimately 
react on our ability to pay for essential imports. A 
guarantee of remunerative prices also for commercial 
crops is therefore essential from the point of view of all 
tho interests concerned. 

212. The price policy for commercial crops should be 
based on the general principles which we have already 
recommended. This implies that pending detailed in- 
vestigations into costs, fair prices for commercial 
crops should also be determined by a procedure which 
would ensure the maintenance of a parity between prices 
on the one hand and the costs of cultivation and the 
costs of living of the farmer on the other, the parity being 
determined by the relationship which prevailed in the 
selected base-period. The appropriate base-period would 
vary from crop to crop, since the price -cost relationship 
is not equally fair for all crops m a particular period' of 
time. In the U.S.A., parity prices are calculated for a 
number of commercial crops inoluding cotton, tobacco 
and groundnuts and different base-periods are adopted 
for each. The Agricultural Adjustment Act of 1933 
laid down that the base-period for calculating parity prices 
for tobacco should be August 1919 — July 1929, whereas 
for all other commodities the base-period laid down was 
August 1909 — July 1914, Subsequently, the base-period 
for flue-oured tobacco has been shifted to August 1934'— 
July 1939. 

213. The prices suggested by parity calculations 
should be suitably adjusted so as to fit iu with the general 



policy of the State in regard to domestic industry and 
foreign trade The methods of implementation of price* 
pobcy iviU also have to tako into account tho trade 
practices peculiar to each crop Wo therefore consider 
it a fruitful approach to study previous attempts 
at the regulation of tho prices of commercial crops m 
this country, and to examine to what extent tho existing 
^schemes are capable of improvement in the light of past 
experience !Por this purpose, wo review the schemes ol 
regulation m respect of jute, cotton and sugarcano, all of 
which have been subject to price fixation for some time, 

214 To take jute first, even a» early as 1032 33 tho W 
Government of Bengal had attempted to persuade the 
oultivatoiH by propaganda to voluntarily restrict tho 
acreage under juto in order to moot the situation created 
by tho depression This voluntaij campaign was not 
however much of a success as may bo soon from the fol 


lowing table given by Dr Bums m liis ‘ Tochnoloe cal, 

PossibiUties 
(p 38). 

of Agricultural Dovolopmont m India\ 

Season 

ExUnt of voluntary reduction 
advised by Ooiernm^^nt 

Acreage sawn 
m BengaL 
(*000 acres) 

1034-36. 

ml 

2,348. 

1036*36 

6/l6tU of acroago m 1031 35 

1 913 

1036 37. 

l/3rd wf acreage in 1934 33 

2,2ol 

1937-38 

3/16th of acrea^,o ni 1934 3e 

2 300 

1D38 39 

S line as m 1937-38 

2 j22 

1030 40 

2/16tU of acroago in 1937 38 

2,550 


luo cultivators generally were incUnod to sow more than 
tho acreage advised by Government 


2l6 With tho outbreak of tho war, the • ado .u juit* 
products with Tram e Gormam, BUgium, Itd\ aniowher 
European countnoa practically toa&t* I and tins moa it 
a lo«s of about 50% of tho pro w ar export market for those 
commoditio" On the other hand m 19-10 ii oxcop- 
tionally laigo crop of 13 2 million bv,ha wa^ hirvootcd 
because cultivators {p^ow an much vs poasiVo mtho expect* 
ation that Ucenaing legislation would bo pas^OQ m tho foUo- 
■wing year and that tho Ucouecs would bo ba-,od on the 
acreage sown in 1010. As a result, a slump in pricoa was 
throatAincd For some lime, tho Government of Bengal 
tried to sujiport tho market bv open market purchas-'s, 
but later abandoned thoir plan when tho Indian Juto 



Mills Association agree'd to a scale of minimum buying 
prices. In December, 1940, a conference was convened 
by the Government of India to devise ways and means 
for avoiding a fall in jute prices. At this conference, 
the Association agreed to recommend to its members 
the adoption of a buying programme upto specified 
quantities according to a fixed time-table, and any de- 
ficiencies in their purchases were ro be made good by 
corresponding purchases by the Government of' Bengal. 
In actual fact, though the purchases made under the pro- 
gramme fell short of the stipulated quantities, no further 
action was found necessary?- as the announcemem; itself 
acted as a steadying influence on the market and the heavy 
buying by?^ middlemen and dealers supported the prices. 
The mills who were first hesitant about the buying pro- 
gramme found that they had made a profit as they had 
purchased their stocks at a price which -turned out to be 
low in the light of subsequent development. 3 . 

216. These were however only temjiorary expedients 
and it was recognised that more drastic action was re- 
quired to rostoro tlie balance between demand and’supply. 
In 1940 therefore, the Jute Eegulation Act was enacted m 
Bengal and it was folio v^ed by tho Bengal Raw' Jute 
Taxation Act of 1941. Undor the latter Act a small 
cess was placed oh jute equivalent to two annas on 
every maund of raw jute purchased by a mill or 
sent outside Bengal. The proceeds of this cess paid 
for the jute I’egulation staff who were charged with 
the duty of issuing licences for the cultivation of jute 
and of seeing that the acreage sown did not exceed 
tho maximum acreage permitted under tho licence. ,The 
‘standard acreage’ under jute was declared to be 6,399,285 
acres. ' On the basis of an estimate of probable world 
demand, maximum acreage w&s to be fixed in=> advance 
of each season by" the Government and a flat proportionate 
reduction was to be applied to each individual grower’s 
acreage. The following table compares the acreages 
licensed with those actually sown ; — 

Btngal , 


Season, 

Acreage licensed. 
(000 acres) 

Acreage sown. 
(000 acres) 

1941-42 

1,634 

1,633 

1942-43 

3,190 

2,704 

1943-44 

2,559 

2,146 

1944-45 

2,563 

1,694 

1945-46 

- 2,647 

2,018 


'{Source: Indian Central Jute Committee). 


Tho actual acreage sown has generally boon below the 
Ucousod acreage, as price factors have been relatively 
more favourable to nee 

317 As a result of the increased demand for jute 
manufactures on the part of the U IC and the USA, 
souplod with the regulation of acreage, the prices of raw 
|ute have shown a steady increase siuco the inception of 
the scheme as may bo seen from the following table 

Harvest prices per maund of raw jute 


1940-41 

1941 42 

1942 43 
1943-44 
1944 46 


Kb, As Ps, 

6 0 4 

7 2 8 

10 10 0 
11 14 0 

14 16 1 


{Sources ICJO for 1940-41 to 1944-44 The 
figure for 1944 45 has been worked out from 
harvest prices given in the Indian Trade 
Jounral) 

218 Maximum and minimum prices of raw jute were 
fixed by the Govorament of India from time to time 
:hu last notified prices ranging between Es 114/- per balt^ 
[Es 23 7 I per maund) minimum and Rs 125/ per bale 
(Es 25 11 G per maund) maximum for Dundee first and 
Ea 72 16 0 per bale (Rs 15 0 4 per maund) minimum 
ind Es 82 10 0 per bale (Rs 10 15 9 per maund) 
maximum for white Jat 'Middles Maximum priLOs of juto 
goods wore also fixed at appropriate levels The 
problem during the war broadly speaking, was regarded 
as that of preventing prices from going above tbo maxi- 
mum levels Complaints aero voued that maximum 
price wore not always offocUvo m respect of contracts 
ontorod into by foreign buyers who m tho abaunco of price 
control m their own countries could afford to offer higher 
prices A measure of control over such dovolopmenta 
was however exercised by export vUoc itions on a pre- 
war basis, first the Combined Raw Matt rial Board, 
and subsequently by the Go\ornmoiit of India Rocontlj, 
the controls o> or the internal and export prices of jute 
have bt.on Hithdrawu iiid at present only quantitative'* 
»ontroj of txport roniuns tonpkd with an tnJmn«.td 
K xporl dut\ 

219 ^Yl hope tbit t)io julo mduatr> i'. alivi. Lo its 
post war problems, and that stops arc Loing hvLmi to 
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plan tho output of raw juto. The jute industry. did not 
featuro ainoripst tho industries selected for enquiry by 
tho Panola sot up by the Planning and Devolopifient 
Dopartmont of tho Government of India, but tho Indian 
(Jentral .Tute Committee has recommended a target of 10 
million bales per annum in tho immediate post-war period. 

(«) Gotton< 220. With rcgnrd to cotton, the declaration of war 
had at first a bulli.'^h effect on tho cotton market and 
upto 1941-42 the acreage increased in spito of the ner- 
vous feeling caused by tho loss pf somo European markets. 
Tho average price obtained for cotton in the first two years 
o.f tho war showed an increase as compared with 1937-38 
and 1938-39, The mill consumption of Indian cotton 
also showed an upward trend. Hie position deteriorated 
however in 1941-42 when tho Ear Eastern markets were 
loot as a result of the entry of Japan into tho war. The 
cotton crop for 1941-42 was unusually large, being esti- 
mated at 6.13 million bales as compared with 6,08 million 
bales in 1940-41 and 4.91 million bales in 1939-40. To 
meet tho situation tho Indian Central Gotten Committee 
• appealed to all Provincial Governments and States to 
reduce tho acreage under short staple cotton by at least 
half. 

221. During 1942-43, the position of cotton under- 
went a change for the bettor. Tho ‘ Grow More Pood ’ 
campaign was mooting with an increasing measure of 
success, and the area under cotton was reduced by 22 
per cent and the yield of cotton was 26 per cent less than 
tho corresponding figure for the preceding year. The 
domestic mill industry also was expanding as a result of 
the wartime demand for piece-goods. These favourable 
influences gradually raised the price of cotton. The 
quotation for the Indian Cotton Contract (Jarilla) rose 
from Krs. 318 on 31st of August, 1942, -to Rs. 637 on the 
12th of March, 1943. 

222. It was against this background that the Cotton 
Control Policy of the Government was evolved. The 
Government aimed at maintaining the price of cotton 
within stated floors and ceilings for different varieties. 
By the Cotton (Forward Contracts Current and Options 
Prohibition) Order, the Cotton (Forward Contracts in 
Current Crops Prohibition) Order, and the amendments 
to these orders, forward trading in cotton was confined 
to delivery contracts and on May 21, 1943, the Govern- 
ment announced the rates at which contracts remaining 
-.open were to be liquidated. For the Indian Cotton 
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Conttftcta in the Bombay Market, the rate at •which the 
contraots wore to bo liquidated was fixed at Ro. 608/- 
for July delivery, but Government made it known that 
the fair price for the same quality would bo Rs. 560/- 
ond advised the mills not to pay more than that price. 
Rair prices for other qualities were also indicated, rang- 
ing form Rs. 316/- per candy for Bengals to Rs. 760/- 
for Combodia and Punjab American 280 P. As these 
regulatjons led to satisfactory results, in October, 1943, 
the Government of India excluded the Indian Cotton 
Contract from the Cotton (Forward Contracts and 
Options Prohibition) Order, 1943, and pormitted the re- 
opening of trading in cotton futures in the market of the 
East India Cotton Association, Bombay. 

223. The * ceiling and floor prices * have been modified 
from time to time, and for the 1946-40 season stood at 
Rs. 630/- and Rs. 360/- respectively, per candy for Jarilla 
Cotton. The floor prices wore fixed at a level designed 
to induce the cultivator to reduce the area under cotton 
in favour of food crops. In response to representations 
that this floor was unromunerativo to the growers, the 
floor has recently been raised to Rs. 430/-. 

224. It may bo noted that Government have under* 
taken to buy cotton whenever prices showed a tendency 
to fall below the fixed minimum prices. Duiing March- 
April, 1944, cotton prices declined precipitately up-country, 
particularly in the Broach district. iUthough the Indian 
Cotton contract in the Bombay Futures Market had not 
reached the floor level, Government intervened imme- 
diately in the market in Broach district, and purchased 
cotton on their own account. Loter in April, when tho 
Indian Cotton control touched Rs. 418/- May delivery. 
Government purchased Jarilla staple in Bombay 
and in up-country centres ou tho basis of Rs. 410 per 
candy ox-godown Bombay, American seed stylos in ' 
Sind and Punjab and Hubli-Juyawant in tho Compta 
District. In Juno, 1944, when the I.C.C. July delivery 
foil toRa. 400/-, Govornmonl purchased all varieties of cotton 
tendcrablo against the contract at rates babcd on tho 
tendering difforoncos fixed by tho East India Cotton 
Association for May delivery. 

225. Owing to variations in outturn of lint froai 
kapas, and variation, in tho quality of that lint, it was zot 
found possiblo to purchase kapas ( seed coiU^n ), 
Only full-pressed bales wore purchased. Tho 

vrero carried out through 18 agents in BoihImv 
agoDts in Karachi, subject to adjudication on 
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by wl hoc committeoa in both contros. Government until 
Uio ou(i of 19-45 sold only such varieties as were in short 
^^PP^y- -to Deeumbwi', 1044, Broach Cotton was in short 
BUj)ply and Govoriiinciit bugaii soiling thoir holdings 
of Broach Cotton to fcho mills and those sales continued 
during .Jiiuuary and li’obruary, 1945. Towards tho bad 
1945, tho roduction in cotton production began to 
c-ftect supply to the mills and Govornmont defined thoir 
boiling policy, as follo^y.s : — 

(i) Sr.lcs wore to be made only in a manner which 
was compatible with tho Govornmont's price 
policy, and 

(;i) sales were to bo made as opportunity occured, 
to liquidate tho GovernmonCs stocks of 
raw cotton. 

In other words, Govornmont would always be willing to 
moot a demand but would not force cotton on an un- 
willing market. 

22G. The- moasuroa generally taken to reduce the 
acreage under short-staple cotton consisted of sub- 
sidies to cultivators for diverting land from short- 
staple cotton to food crops, and tho curtailment of irrii 
gation facilities for cotton, la some Provinces like 
Madras, cultiv itors were required to plant a certain num- 
ber of rows of food crops for a given number of rows of 
cotton. In Bombay, Govornmont laid down a maximum 
proportionate limit to tho acreage under cotton. Thsie 
wSiS no statutory regulation of acreage for cotton, as for 
Jute in Bengal, but tho I.C.C.C. recommondod an all- 
India. target acreage of 16.2 million acres foi 1945-40, 
and 14.4 million aerrs for 1946-47. 

227. Besides price-regulation and reduction of acreage, 
Government also resorted to regulation of exports of 
both raw cotton and cotton cloth by allotting quotas. 
During the 1945-46 season, an overall limit of 800,000 
bales was set to exports of raw cotton, and when in May, 
1946, this figure was reached, further exports were pro- 
hibited. Recently, the export of cotton stapling 11/16" 
and over was prohibited, and* a limit of 200,000 bales was 
set to exports during tho first four months of the 1 946-47 
season, apart from the export of 3 lakhs bale's to Japan < 

228, The post-war plan for the cotton industry re- 
commended by the Cotton Textiles Panel sot up by the 
planning and Development Department - of the Govern-* 
ment of -India envisages the expansion- of -the -current 
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mill production of 4,800 million yards per finnum to 
6j500 million yards por annum in tho future, i.e. an in- 
cioaro of about 34%. Thia will cal! for a corrosponding 
increase in raw cotton production. 

229 With respect to sugarcane, tho Sugarcane Act (i«) fiup'M'. 
was passed by the Central Govornment in 1934, empower- 
ing local Governments to prescribe minimum prices 
for cane intended for uso in sugar factories and to control 
the activities of various intermediaries so that a subs- 
tantial portion of tho price paid by tho factories may 
reach the grower Tho U.P. and Bihar Government 
utilized thotvO powers and from 1934-36 to 1936-37, cano 
prices in tlioge provinces were linked to sugar prides by 
a aliding-scalo system, the percentage share of tho cul- 
tivator in the price of sugar decreasing with increase 
in tho value of tho latter. In Iklarch, 1937, there was 
a bumper crop and consequently sugar prices declined and 
it became uneconomic for the factories to crush cano at 
tho prescribed minimum piices. To tide over the situa- 
tion, tho sliding scale system was abandoned, and the rules 
wore relaxed in favour of factories which bought their 
cano from out-stations. For tho 1937-38 season, non- 
varying minimum prices of j5j Ae. por mound for cano 
dolivorod at factory gates and 6 as. for cane delivered at 
out-stations wore fixed, During the next year, a schedule 
of minimum prices varying invorsoly with tho distance of' 
the source of supply from tho factory was prescribed, 

230. In 1938, tho U.P. and Bihar Govoinmonts o'^sumod 
more offoctivo control over tho industry through their 
Sugar '’Factories (Control) Acts. Those included pro- 
visions for tho following : — 

{*) Prohibition of tho* erection of new euga'* 
factories or of tho oxtonsion of existing fac- 
tories oxcopt by liconco; 

(ii) establisbmoDt of a Sugar Control Board; 

{Hi) reservation of oano areas; 

(ie) fixation of cano prices; 

• (w) regulation of output of factories; aud* * 

(vi) Imposition of a coss on sugarcano. 

231. The provision, rtgarding licensing of now fac- 
tories and extension of existing ones also provided for 
compulbory membership of tho ‘Indian Sugar Syndi-^ 
caU, Tho Syndicate wes originally formed, in ‘1030-37. 
when sugar price'? woro fidling to uneconomic levels and^ 

It had helped to stabdUe priced ’'It was noV reeb'”-" 
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Ott tho soio organisation for the sale of ail sugar produced 
in the two Provinces and initially was given a free hand 
in tho marketing of sugar and in the fixation of sugar 
prices. The provisions regarding licensing also included 
a douse fixing the quantity of sugar that could bo manu- 
focturod by tho factory during the period of the licence, 
which covered one orushing season. 


232. A Joint Sugar Control Board was set up to ad- 
vise the Governments regarding tho administration oi 
the Aota. The provisions regarding tho regulation of cano 
supplied to factories were administered by Cane Com- 
missioners who were authorised to reservo areas for indi- 
vidual factories. Purchase of oano from a factory’s 
reserve area by another factory was made punishable 
under the Acts. Cano Cooperative Societies were also 
orgauisad to supervise the orderly marketing of cano 
and by 1938-39, the cane supplied by these Societies 
in the XJ.P, accounted for nearly half the total quantity 
crushed by the factories in the Province, 

233. The rules made under the Sugar Factories (Con- 
trol) Act, 1938 by the T7,P. and Bihar Governments 
required the factories ro accept all the quantity of cane 
offered up to the sanctioned crushing limit. A limit 
was also placed on the amount which each individual 
producer could require a factory to accept, by stipulat- 
ing that cane growers and Cane-Growers’ Cooperative 
Societies in a reserved area were entitled to offer cane 
during a given season only up to the quantity produced 
on one-third of the land suitable for sugarcane cultiva- 
tion out of their holdings. 

234. In spite of these new powers, the 1938-39 season 
led to other complications. The crop was very poor, 
and the prices of both gur and sugar rose. The minimum 
pricos of cane for the season had been fixed on the assump- 
tion that sugar prices woidd be about Rs. 9 per maund. 
When sugar prices touched Rs. 10/4/-, cane prices re- 
mained out of parity and it became more remunerative 
to turn to gur-making. While a maximum limit was 
placed by the rules made under the Act of 1938 to the 
quantities of cane which the cultivator could offer for 
sale, there was no rule requiring him to offer cane up to 
a minimum quantity and he was free to convert as much 
of the cane into gur as he chose. The cane prices had 
then to be increased by 1 to 1| Ah. per maund. .This 
©sperknoe led in 1939-40 to a revival of the sliding scale 
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aystem, tho scalo now being more favourable to the cul- 
tivator when the prices rose The result was that the 
.cane was diverted from gur-makmg to tho factories, and 
as they were not able to absorb tho mereosed supply, 
the minimum prices had to bo reduced 


23 1 Important amendments in the legislation rele 
to sugarcane in the U P and Bihar were mado'by the 
*'1940 Amending Act This Act constituted a Sugar 
Commission which was to bo tho fmaj authority on all 
matters connected with tho production, sale and prices 
of sugar, subject of course to tho 6nal authority of Govern 
mont The Act alpo provided for a deferred price for cano 
when tho sugar price rose above tho basic lovol, 

236 Tho noxt year revealed a considerable increase 
in the area planted with cane, an as it was anticipated 
that factories might be swamped with cano unless sale 
to thorn was made loss profitable, tho sliding scalo svatom 
was abandoned for a second time A fixed non* varying 
minimum price of cane was fixed, although tho price 
of sugar was raised to Bs 9-12 0 per maund About 
tho same time ow'ing to the «iorious difficulties which 
tho Indian Sugar Syndicate oncoiinterod m the disposal 
of tho sugar produced by tho U P and Bihar Sugnr Fac 
tones, tho two Provincial Governments had to extend 
control over tho internal working of tho syndicate 

237. Since 1042, the situation has been donimatod 
by tho sugar price control instituted bj; tho ‘^ugar Con- 
troller for India, who oxorcibos «in overall control on 
tho sjstoni outlined above There is no ch.ingu in tho 
motliod of onforcomont of t.uio prices but tho pneos of 
munufacturod sugar and tho luovomcnt of sugar aro 
controllod on an all India Tlio sdiont featuro 

of tho present sjstom is tlio fixation of a uniform ex 
factory price for sugar of a spc<ifiod qua! t\ All fs<- 
toriob iitualcd in higli cost arcai iro allow od special con- 
cessions, such as tho bciiofit of freight advanUgo in tiio 
price of sugar and subsidies on tho pneos of cano The 
• Indian Central Sugar Comimtlco slate m ro])l> lo our 
^questionnaire that thu freight advaiita^u works out to 
' ^ w3 1/8/- per maund in respect of nulls in tlie K \V F P. 
^nd Rs -/12/- por maund iii roapoct of mills m BengaJ. 
Tho bjstom has worked well on tho whole, but complaints 
have boon voiced on somo oi casions that sugar prices wore 
fixed ut such levels that tlm corresponding pneos for cano 
Wore not bufficiontly attroctivo to tho cultivator in cora- 
jansoa with tho prices of food crops. It is noteworthy 
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thr.t recently Gloyornment hnw also fixed gur prices 
and hayo notifi(N(l a vrliolo-salo price of Rs. 10/8/- per 
raaund. 


238. Tho Post-War plan for the- Sugar Industry, 
recoraniondod by ciio Sugar, Alcohol cand Food Yeast \ 
Panol sob up by tho Planning Bopartniont of tho Govern--^ 
mont of India confcoraplatos a target production of 16*^ 
lakh tons por annum as against the ayorago annual produc- 
tion of 12 lakh tons during tho period 1939-40 to 1944-45. 
This v;ould call for a corresponding incroa.so in tho out- 
put of sugarcano. 


L*noni of 239. This survey of the attempts made in the past 
iutYay. to fliippork tho prices of corainorcial crops indicates the 
factors whioh nood to bo taken into account and the 
directions in wliioh modifications may be called for, while 
applying tho general principles of piuce policy recommend- 
ed by us to individual commercial crops. 


Priw 240. The target of production or acreage should be 
fisfaiion* one of tho important factors to be considered in the fixa- 
tion of prices. It should be fixed at a level which will- 
meet tho demand for domestic consumption -and exports. 
This will depend on factors such as the capacity of the 
manufacturing industry, the demand for the final products 
at home and abroad, and tho carry-over from the previous 
years. Exporks will have to bo planned with reference to 
the prico.s obtainable for them and the need for earning 
foreign exchange to pay for es.sential imports. In plan- 
ning the distribution of the production amongst the domes- 
tic industryandcheexportmarket, the general poUcysbould 
he to export manufactured and semi-manufactured goods 
in preference to raw materials. These considerations 
have already been taken into account to some extent 
ill the course of the past regulation of prices of commer- 
cial crops. Sugarcane prices, for instance, have been so 
fixed as to induce the growers to sell sufficient cane to 
the sugar factories to enable them to maintain a speci- 
fic output, in the case of jute and cotton, a reduction^ 
of the existing production appears to have peen aimed at , 
rather than any specific target of production. ,We - 
recommend that in future, specific targets' of acreage 
should be decided after taking into account the quanti- 
ties required for domestie industry and for export. Price- 
policy-should be oriented to secure the desired trends in 
produbtion and -if possible approximately , to attain '.the 
targets. 


115 


2A1 In addition to tho targets of production in r©3' 
poet of each individual crop, regard must also bo had 
to the acroago undei conimoroial crops m tho aggregate 
i*ood and commorcial crops aro compotitivo to some ex- 
tent and prices have to be so fixed as wiU bring about an 
appropriate distribution of tho cultivated area between 
those two ma 3 or categories of crops. In the context of 
Y tho present difficult food situation, this implies that the 
■^pneea of commercial crops should not bo so high as to 
encourage any diversion of land away from food crops 
This consideration was very much to the fore m the 
decisions of Government during the war regarding the 
relative prices of commercial crops and food crops Jute 
and cotton intoTOhts have always complaujod that the pri- 
ces of row jute and raw cotton have boon fixed at such low 
levels that diversion of acreage to food crops was inevi- 
table It has boon pointed out that tho actual acreage 
sown to jute m Bengal has been consistently below the 
liconsod acreage because the price factor has been 
favourable to paddy A. rooont enquiry into tho relative 
coats of production of jute and paddy earned out by tho 
Eoouomio Kosoarch Section of tho Indian Central Jute 
VCommittoo also supports this view While tho food 
omorgonoy necessitates all possible measures for sug* 
munting food supply in tho short period, it has to be 
roalified that tho area under commercial crops has al- 
ready undergone considerable reduction, and any further 
reduction may have prejudicial effects on our domostio 
industry and foreign trade Wo recommend therefore 
that as a long term policy, food production should be 
expanded by bringing now areas under cultivation and 
taking measures ti, incroase the yield per acre, rather than 
b> diversion of acreage under commercial crops, and that 
the rolotivo prices of food crops and commercial crops 
should bo fixed at such levels that they wid evoke the 
desired targets of production 

242 Another important factor which needs to bo taken 
into account is tho relationship between tho prices of the 
primary raw materials and those of the iinishud products 
manufactured thorotrom In some evses, portitularlj 
if the linal products aro sold mainly in the internal mar- 
ket and uijjoy a certain degree ol protection against 
imported gooih, tho puces ot raw mwtonals cm bo tixod 
fir'it and tho^u of tho manufatturod products adjusted 
ftccordmglv This i‘- aUo jioasiblo m tho cuso of products 
iiuomkd for m ixport inarkot if tho country enjoys n 
monoplj in puth products, although o\on thonliimts are 
bv the compctiUua offorud l>> substitutes. It is not 
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however possible to follow this procedure, if the manu- 
fpuctured products have to face a competitive market. 
In such cases the 'prices of the raw materials will have 
to be fixed on the basis of the market prices of the manu- 
factured products. The prices of commercial crops and 
• those of the products manufactured therefrom are thus 
connected in a two-way relationship, and prices can be v 
lixod with reference to ei^er end according to the degre'^ 
of competition which the manufactured product has to 
facOo The procedure of first fixing the prices of raw 
materials and then adjusting the prices of manufactured 
products in accordance therewith, has been applied in the 
case of sugarcane in -the past. In the ease of cotton, 
the prices iif cloth have been fixed on the basis of what 
the market will hear and the prices of raw cotton have been 
later adjusted to them. In the case of jute, the steady 
upward trend of demand during the war and the monoply 
position which India holds in this crop have encouraged 
a tendency tb first fix the prices of manufactured goods 
and then adjust the prices of raw jute accordingly. In 
fact, the problem of raw jute prices has been viewed 
mainly as one of securing for the cultivator a reasonable' 
share in the prices of the manufactured products exported 
abroad. Each crop calls for special treatment m the 
light of its peculiar circumstances and we recommend that 
these may be given due consideration in the fixation of 
prices. We wish to emphasise however, that care should 
be taken to see that prices are not kept at unduly low 
levels for any reason. 


{ii) Price 
enforce- 
ment. 


243. The enforcement of price policy also will call for 
measures appropriate to the case of each crop. Such 
factors as the degree of perishability, the nature of the 
semi-manufactured product, the financing of the trade 
and the type of marketing organisation need to be 
examined carefully before methods of enforcement are 
decided upon. 


244. In the ^ case of perishable crops which call for 
immediate sale, statutory minimum prices enforced by 
Government supervision will alone bo effective. This 
will mean that it will bo an offonco to pay tho grower 
a price which is lower than tho price fixed. Sugarcane 
prices are regulated in this way in tho U.P. and Bihar. 
The prices fixed are enforced tlirough an official raachinory 
headed by tho Cano Commissioner, and orderly marketing 
is ensured through tho Sugarcane Growers’ Cooperative 
Societies. If statutory minimum prices are fixed for the 
raw product, the manufacturer will have to be allowed 



an appropriate pnco for the finished product Since 
it would be unfair to saddle the manufacturer with the 
responsibility of taking over all tiio quantity offered to 
him at the minimum price, it would bo necessary to lini*t 
the quantity of ra%Y produce which the manufacturer 
IS obliged to buy In tho IX P and Bihar tho prices of 
sugar also are regulated m addition to tho prices of cane 
and an upper limit is set to the quantity of cane which 
oath grower or Cooperative Society can sell to a parti 
cular factory Tho principle of regulation by statutory 
prices IB capable of application r.t tho primary stage, 
only if a suitable official machinery is sot up to chock 
abuses Since the maintenance of a largo inspecting staff 
iR apt to bo resented, wo rocommend that this method 
should bo sparingly used 

245. Another method of implementing price policy is 
to undertake purchase and sale operations under tho 
auspiciea of tho State In recent yoara prices of baled 
cotton wore maintained between specified 'floors* and 
'ceilings’ by undertaking operations of this typo In 
other words, the method which wc have rocommondod for 
food crops was applied to cotton, not at the primary stage, 
but at an intormodiato, processed stage Such operations 
however must bo accompanied by measures which would 
ensure that the cultivators, m their turn are paid prices 
which are in conformity with those obtained by the sellers 
of tho procobsod products Tho purchase and sale opera- 
tions earned out by Government in respect of cotton 
have so far boon confined mainly to Bombay and Karachi, 
except for a few occasions when purchases wore aho made 
at * ortain up country centres Iho price policy of tho 
Government has thus boon effective onlj at a few centres 
and prices in other areas have romamod out of alignment 
bmeo the bujing programme was restricted to purchases of 
the processed product complaints have also boon voiced 
that it boiiofitod the intormodianes and spcculatois 
instead of the cultivators Wo rocommend thoioforo that 
when purchase and sale operations aro uiulortakon, thty 
should bo earned out at all tho important marlvot cuntros 
and adequate measures should bo taken to ensure that 
tholr benefits reach down to tho actual cultivator, 

240. Inaload of tho SUito mtorvomng directly m tho 
market it ma^ bo po*5mble to induce tho trado to create 
a markottng urgams itiun of its own which would purchase 
tho raw produce from tho cultivator', hold stocks of tho 
commodities at bomo appropnato stage m the process of 
marketing and soil from stocks m tlio ni irkel so as to 
moiutaiu prices wathm the rougu fixed bj tho State. Tho 
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c&n 3raw its suppbog, sinco it can still buy from 

non'ro^ervod aroas it cannot buy from tho areas roservod 
for other factories. In viow of this experience, wo recom- 
mend that the regulation of acreage should be used oa 
a reserve power when regulation of prices alone la not 
offectivo. Through rogulation of acreage, supplies can bo 
rostnetod or expanded at the source in accordance with 
^ the requirements of domestic industry and export 

250, We recommend that the above principles of AppUe 4 ti*c 
policy should bo applied in tho first instance to cotton, ol poller, 
jute, and sugarcane and extended subsequently to other 
important commercial crops such as ollsocds and tobacco. 

The existing schamoa of regulation should be oriented, 
as conditions permit, on tho hnos suggested by us and they 
may ultimately be administered by the same machinery 
which adminifiters the schemes for food crops. 


Import)- 
ancQ of 
uninial 
husbandry 
products, 


Milk. 
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CrrAPTKE VIIT 

Price,- Policy /or Animal Iluabdmdry Producta. 

Thc‘ production of animtil husbandry products 
like rnilk, eggs and fish is relatively more doficient to tho 
requiromeut.j of tho population titan agricultural products. 
It is cstiiuatcd in tho I. C. A. E. Memorandum that while 
coroals and puisos need to bo incroa.sGd by 10 and 20 per 
cent, respectively, tho production of milk, eggs and fish, 
needs to bo incroa.scd by 3U0% each, if a balanced diotis 
to bo provided. If tho necessary expansion in production 
is to be brought about, it is essontial that animal husbandry 
should bo established on a romunorativo basis and that 
tho prices of those products should bo supported at a level 
which will induce tho producers to expand their output. 

252. Wo feel it would bo convenient if wo wero to first 
survey tho pordtion in respect of particular products such 
as milk, fish and eggs, so that it may onablo us to formulate 
general principles of x>riao policy applicable to animal 
husbandry products as a wholo. Those products are 
proteotivo foods and honco avo of vital significance to the 
dietary of the population. ThojT nro also utilized to some 
extent in tho proce.ssing industries and create problems 
in a way similar to commercial crops. Their distinctive 
characteristic, however, is their extreme perishability 
which profoundly influences the price -poHoy evolved for 
Buoh products. 

253. To take milk first, it is generally accepted that 
milk production in India is not sufficient to meet the 
minimum nutritional requirements of the population. 
The annual net production of milk from cowsl she-buffaloes 
and goats has been estimated in the Report on the Market- 
ing of Milk (1941) of the Agricultural Marketing Depart- 
ment at 23 million tons. The consumption jper capi7a varies 
from 18 oz, in Sind to as low as 1.8 oz and 1.3 oz. in the 
C.P. and Assam, respectively, whereas nutrition authorities 
generally consider 8 oz. as the minimum adult requirement 
for a balanced diet. 

254. The low per capita consumption of milk is to be 
attributed not only to the low level of production but 
also to the high price at which milk is marketed. The price 
of milk at present is beyond the moans of the ordinary 
consumer, the price in Calcutta and Bombay being aotuaJIy 



higher than that in England Tho price le high 
however not because the producer makes an undue profit, 
but because with the small umt of production the costs 
of production are high Tho spread between the producer’s 
price and the consumer’s price is also unduly largo because 
of the high costs of transport and distribution and it is 
estimated that tho producer gets only 67% of tho price 
paid by the consumer A large part of tho milk produced 
^as to be consumed locally duo to tho lack of sufficient 
'' facilities for transport Sinco fermentation starts rapidly 
under Indian conditions and milk cannot be kept in a 
raw state for longer than 6 to 6 hours, only 27% of the 
milk produced is consumed in fluid form while tho remam- 
der has to be converted into milk products, mainly ghee. 

265, The problem Is two-fold Firstly, it is 
necessary to take measures to mcroaso production Tho 
caro of cattle lucludmg better breeding, hotter feeding and 
control of diBoaso, will m tho long run roduco tho costs 
of production per unit and expand production This 
may bo boat aocurod by tho ostablishmont ot dairy tarms 
under proper standards of management and hygonic 
control Tho guarantee of on assured market for fluid 
milk at a price which will provide the producer a higher 
mcomo than what ho gets at prosont by converting hie 
milk into ghoo will be another and tho most offeotno 
incontivo to production Socondly, stops must bo taken 
to provide rapid and refrigerated transport from tho 
arofis of production to the centres of consumption, so ns 
to roduco wastage and keep down tho cost of tranepori 
to make airangomonts for proco:>smg whore nocossarj 
and to reorganise tho machinery of distribution 

266. Tho problems of milk and milk products call 
therefore for the sotting up of two different typt s of machi 
nory, one, for securing on increase in production and tho 
other, for regulating transport, procos^ng and distribution 
Tho two organizations should work m closo co ojicration 
with each other so as to socuto for tho producer a romunora 
live price and mako milk availablo to tho con'^umot at a 
price within his moons 

357, An illustration of tho type of maohinorj which 
Would bo siutablo for this purpose is provided by the 
Scheme for tho marketing of milk m Bombay City which 
wo understand is imdor consideration by tho Govornniont 
c»f Bombay at prosont Tho schomo contomplatc ‘1 tho 
totting up of two bodies a dairy corporation for organizing 
lacrea&od production and a marketing board for arranging 



foT efficient proonremont and distribution. The firat 
body is to be a limited liability company, a majority of 
its shares being hold by Government and the rest by the 
public. The dairy corporation is required to establish, as 
quickly as possible, farms capable of producing specified 
minimum quantities of milk per day. The entire quantity 
of milk produced by the corporation is to be taken over 
by the marketing board, which will be appointed by 
Government and financed mainly by grantsdn-aid from 
Government, and partly by fees and funds levied in con- 
nection with licences, etc. The board is to be the only 
wholesale distributor of milk in Bombay, It will -draw its 
supplies from the production of the dairy corporation, the 
creameries in the suburbs, and the dairy farms estab- 
lished by other bodies, and pay a remunerative price to 
the producers. Within the limits of -Bombay city, the 
board will be empowered to set up processing centres 
whei'e the milk obtained from different sources will be 
tested, and if necessary, put in cold-storage before distri- 
bution. Distribution in the city is to be handled by the 
board through its own retail shops or kiosks or by dealers 
licensed by the board. The board will encourage the 
organisation of producers into co-operative societies and 
set up in the producing centres machinery for manufac- 
turing powdered milk, so as to cope with seasonal over- 
production and difficulties of transport. The provisions 
relating to the determination of prices e.re not clearly 
stated in the Bombay scheme but they are presumably 
left for negotiation later between the marketing board 
and the producei's. 

368. The Bombay scheme thus incorporates the fea- 
tures of (a) monopoly distribution within a small area, 
(b) control over a substantial proportion of the total 
supplies, and (c) the establishment of facilities for proces- 
sing surplus produce. We recommend that .schemes on 
similar lines may be undertaken for all predominantly 
-urban areas. 

269. Even though measures a,re taken to increase 
production and to ensure efficient distribution, it is the 
opinioji of experts that- the price of milk will continue to 
remain at a level which will be bejmnd the means of 
low-income consumers. We recommend, therefore, that 
in view of the vital importance of milk as a protective 
food, the State should subsidize the sa/e of milk to the 
vulnerable classe.s of the population. The distribution 
of milk to children under two years of age and to expectant 
mothers at half the market-rates already in force in 
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Bombay city and the scheme is operated through a system 
of milk ration cards which eutitlo the holder to a maximum 
of 8 oz. per day. It should bo possible to operate similar 
Bchtmos all over the country and extend the bonofiti to 
children, of school-going ago and to the sick. Apart from 
the beneficial effects that such schemes will have on the 
; health of the people, the subsidisation of milk will create a a 
assured demand for a part of tho supply and exsroisd a 
stabUizing influence on the market. 

280. The total annual production of fish was estimated 
in tho Report on the Marketing of Fish of the Agricultural 
Marketing Department (1941) at 669,000 tons, about ono* 
third being freshwater fish and tho remainder sea-fish. On 
0 per capita basis this amounts to 3 to 4 lbs. per annum i.e. 
loss than 0.2 oz. daily. On tho other hand, according to 
nutrition exports, tho desirable intake by fish -eaters who 
consume little milk or moat is 2 to 4 oz. daily. lu most 
parts of tho country there is no prejudice against fish as an 
article of diet and there is considerable room for increase 
in its production, Tho Fish Sub-Committoc of the •'Policy 
Committee on Agriculture, Forestry and Fisheries has 
estimated that fish production should be inoruasod at 
least 10 to 11 times of its present figure 

261. At present tho retail prices of fish ore fairly high 
but oven so tho fishormon’s ebaco throio is hardly 40% in 
most cases. Since fish are a highly porisbablo commodity, 
tho fishermen aro unable to hold out for a higher price 
and hasten to got it off their bands as quickly as possible. 
As the I. C. A. R. Memorandum points out, tho problem 
‘is not so much that of catching fish us of gutting them 
whilo in transit and convoying thorn as quickly as possible 
to ports where they can be kept in cold storage ponding 
consumption. Even at consuming centres, chilled room 
facilities are practically confined only to Bombay and 
fish are not stored for more than 24 hours. In the circums- 
tances, tho fisherman has either to market tho fish as 
dried fish, or accept tho best torma ho can got from tho 
middleman. Moreover, tho constant borrowings by 
fiahermon from monoylondors and thoir obligations to tho 
owners of boats and nets weaken thoir hargaining position 
and onablo tho middlemen to purchaso tho catchis at 
prices much bolow tho prevailing market rates. In some 
ewes, as in Bombay, middlemen enter into annualconliacls 
with fishermen to buy tho catch at agreed prices irrospoc- 
tive of tho nurtuations in morkot prices. In i *. t* 
thoir bales, tho middlomon often form a ring 
price hosed on what tho consumor can 
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Fish have boon known to have been thrown back into the 
son if the catch was too large and likely to lower prices 
and roduco tho profits of the middlemen. Owing to 
those conditions, the position of fishaimen is extremely 
precarious and thoy have little incentive to increase the 
catch. 

202. The main difficulty in tho case of fish is'thus one ^ 
of organization and it can be best solved by the organisa- 
tion of Fishermens’ Co-operative Societies. According to 
the Boport on tho Marketing of Fish of the Agricultural 
Marketing Adviser, there are in all about 200 Fishermen’s 
Co-operative Societies in India. Those societies finance 
their members, sometimes assist them in tho sale of fish 
and only in very few cases, undertake the assemblage 
and distribution of the members’ catches. They have 
not therefore been able to ameliorate the condition of 
fishermen to any significant extent. The societies in order 
to function effectively should supply boats and tpckle 
and other accessories to members and should assist them 
in marketing their catches at more favourable rates. There 
are at present only six societies in South Canara and Mala- 
bar, one in Orissa , one in Karachi and two in Bengal which 
are carrying on work on improved lines. We therefore 
strongly endorse the recommendation of the Fish Sub- 
Committee that action should be taken to prepare a general 
plan for establishing Fishermens’ Co-operative Societies 
throughout the country. 

263. Pending the establishment of such sooieties, it 
may be necessary to fix at each centre the minimum 
price that should be paid to the fisherman and the maxi- 
mum price that may be charged by the retailer. Fisherman’s 
prices will have to be fixed for different types offish on the 
basis of the retail prices in the nearby markets, after making 
due allowance for cost of transport, wastage, etc. With 
the adoption of modern methods of catching fish and 
with the development of refrigerated transport and better 
facilities for processing, it should be possible to add to 
the income of the fishermen and at the same time reduce 
the cost to the consumers. 

264. The total net annual produetion of eggs in India, 
is estimated at 3328 crores in the Report on the Market- 
ing of Eggs (1938) of the Agricultural Marketing 
Adviser. The peT capitci consumption varies from 21.6 
eggs per annum in Travancore, where the production 
of eggs is largest, to less than one egg per annum in Raj- 
putana and the Western India States, which are area's 



of sparse production. For tho ontiro population, tho 
per capita consumption works at 8 o^gs pox annum but 
since a lorgo soctiou of tlio population aro vegotarian, it 
may bo about 27 oggs por annum, for tho ogg-oating 
Boction. 


^ 266. Tho retail price of ogga boforo tho War varied 

between 0 and 9 annas por dozen in most urban centres, 
but it has now risen to Rs. 1-8-0 to Rs. 2-0-0 por dozen, 
Tho result is that ogga are practically unobtainable for tho 
bulk of tho population. But considering tho cost of 
collection and tho wastage involved in breakages and 
deterioration, the spread between the producer's and 
consumoi's prices which averages about 44% for the 
whole of Indie in tho case of hen eggs is not unduly 
largo. Eggs do not keep for longer than a week to ton 
days and there aro hardly any facilities for refrigoiatod 
storage. There exist a few commercial cold stores whore 
small quantities of eggs may bo stored for a few days, 
but those are confined to Kaischi, Bombay, Hyderabad, 
Madras and Calcutta. 

260. In tho case of oggs again, tho problem is mainly 
ono of organization. The pivotal position in ossombliog 
and distribution is hold by ogg-colloctors who go round 
tho villages and buy up tho ogga from tho primary 
producers. It is reported that thoro is generally a keen 
competition between collectors operating in particular 
areas which operates in favour of o higher price for tho 
producers. It is only when tho ogg-colloctors do not col- 
lect tho oggs at regular intervals that tho producers suffer. 

267. Thoro aro two ways in which improvements in 
organisation can bo offuctod so as to assure a remunera- 
tive price to tho producer. Ono method would bo for 
Government to license tho ogg-colloctors and require them, 
as a condition of tho liconco, to pay fair prices to tho 
producers and charge fair prices ixom tho consumers. A 
Bohomo on these lines is in operation in Bansda State 
(Gujerat), and has boon described in tho Report of tho 
^ Agricultural Marketing Bopartmont on tho Marketing 
of Eggs. In this State, tho solo right of collecting egga 
for export is auctioned and assigned to only ono party. 
Tiro licensee has to piucbaso at a fixed prico all tho good 
eggs that tho producers may Imvo to sell, the prico of 
purchase being announced at tho time of tho auotion. 
Tho producers aro free to soil oggs directly to individual 
consumers, but for trade purposes they can * H 
to the Uconsoo or his agent. Tho other is 
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for differont commoditios. la somo cases, tho Board 
acts as a trading body which is tho solo agent for tho salo 
of tho product handled; in some, it acts as a regulatory 
body merely issuing instructions regarding tho methods 
and operations connected with Che marketing of the 
articles; and in others, it acts both as a trading and a . 
regulatory body*. 

274. The experience of the working of thoso Boards 
has shown that while they have tried to improve tho posi- 
tion of tho producers by enabling thorn to attain higher 
prices than before and have introduced measures to im- 
prove tho quality of tho supply, they havo not paid equal 
ottontion to stimulating the demand for these products'- 
and lowering the prices at which they are marketed. 
Tho Boards being composed of ropresontativos of pro- 
ducers havo thought it their primary duty to guard tho 
interests of thoso whom they ropresont, although in prao- 
tico they havo had to nogotiato with distributors’ and 
producers’ organisations and arrive at their decisions 
by colloctivo bargaining. The Milk hlarkoting Board, 
for instanco, has boon criticised for having neglected tho 
retailing aspects of its probloms and for having fixed tho 
Totail prices of milk at a lovol at which many classes of 
people are unable to purchase their requiromonts. Sinco 
tho Board has been subsidised by tho Government through 
tho grant of minimum guaranteed prices, it is argued that 
tho control should bo vested in the Stale rather than in 
tho producers alono, so that there should bo no conflict 
botwoou tho objoctivos of increased milk production 
and incroasod raii/c consumption, both of which ara 
objoctivos of national policy.* 

27r». Tho experience of the Agricultural Marketing 
Boards in tlio few years prior to 1939 haa domonstratod 
'the difficulty of providing for tho effiolont organisation 
of marketing on the basis of producer roproscatation 
alone. Tho Boards soon found thcmselvoa forced to 
nogotiato with distributors and processors, whether the 
latter were organised on a parallel basis as in tho case of 
bacon, cr in a trade organi-satiou as in tho c.aso of milk, or 
wore included on tho marketing board itself as irv tho 
"case of potatoes. Govornmont policy thoroforo moved 
gradually towards tho establishment of indopondont 
organisations dealing with all tho complex problems of 
marketing, tlndor tho Bacon Industrios Act of 1938, 
tlu power of price fixing and tho control of policy for tho 
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pig and bacon industry was vostecl in the Bacon Develop- 
ment Board consisting of five Government-appointed ' 
members, and four ropresontativos each pf the Pig and 
Bacon Marketing Boards. In the case of milk also, 
the Grigg Ro-orga-nisation Commission and the Cuttorth 
Ro-organisation Commission recommended the creation 
of an independent body whioh'should have the final’ voice 
in determining prices; and a bill also was introduced in 
Parliament in 1937 for establishing a Milk Commission to 
supervise the industry, but it was subsequently withdrawn. 
In general, however, public opinion in England has come 
to the view that it is necessary to transfer the power 
of price fixing from producer marketing boards to inde- 
pendent commissions. It is recognised that the producer 
marketing boards have not in practice exercised their 
power to fix prices without previous negotiations with , 
distributors and processors, but it is felt that even the 
interests of distributors and processors are not always 
identical with those of the community as a whole. * The 
task of price fixing as well as- that of deciding the general 
policy applicable to each product is of such vital impor- 
tance that it needs to be vested in a commission com- 
pletely independent of all sectional interests, who would 
look at the px'oblem from the point of public benefit alone 
and fix prices which will be fair to r.ll classes—- producers, 
manufacturers, distributors and consumers.* 

270. We recommend that similar steps may be taken 
in India as well to constitute marketing organisations 
for different animal husbandry pi’oducts on a local basis. 
These bodies should consist of representatives of pro- 
ducers, processors, traders and consumers, and should 
■function under the general direction of the State. They 
should concern themselves both with the problem of 
increasing production and with the problem of improving 
marketing and distribution through the establishment 
of cold storages, processing plants, and refrigerated trans- 
port. The State may subsidise particular classes of con- 
sumers, if it comsiders necessary, by requiring .such orga- 
nizations to release supplies to them at concessional rates, 
reimbursing them itself thereafter. The organisations 
shquld have attached to themselves impartial price- 
fixing boards wliich should tako into account all interests 
concerned and determine fair prices. 


277,,. Those are the general linos on which a price 
policy for. animal husbandry products should be evolved. 
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Theso Trill also apply to other types of perishable produce 
such 8<3 fruits and vogetables The principal feature 
of such a policy is that it has to bo evolved separately 
for different localities and for different products, m the 
light of local conditions In the course of years, when 
facilities for cold storage and refrigerated transport have 
, sufficiently developed, and a bubstantial increase in 
y production has taken place, it may become possible to 
evolve on mtograted price policy, first on a provincial 
and later on on ali-India basis. 
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Adminiairative Machinery, 

27S, Tlicj administrafion of the price policy includinp 
the determination of minimum and maximum prices 
and the enforcoment of these prices by appropriate mea- 
surefj calls for the creation of a machinery specially 
adapted for the purpose. In a- country of the size of 
India, with Provinuoa and Slates in different stages of 
economic development and fiscal stability, the formu- 
lation of price policy is bound to be a complicated 
affair. It will call for a carefully^ balanced administra- 
tive framework designed to ensure that the autonomy 
of the different political units is respected and the action 
taken by each of thorn ia effectively co-ordinated. More- 
over, it is important to associate public opinion with the 
administration of policy at appropriate stages so as to 
minimise the possibility of corruption and favouritisna 
and secure popular support for the programme. 

279. It is desirable that the jurisdiction of the machi- 
nery should extend over the whole country. Prices will 
have to bo fixed for a large number of different commo- 
dities produced in different parts of the country and an 
appropriate differential shall have to be maintained as 
between different commodities and between different 
regions so that there may be brought about an inter-related 
price structure for the country as a whole. The fixpMon of 
prices of agricultural products in one region will not only 
influence the prices of similar products in other regions, 
but also influence the prices of manufactured products 
because of their effects on the costs of living and the costs 
of production. The enforcement of prices also will call 
for the purchase and sale of different types of produce 
at market centres all over the country. While Provinces 
may be classified as surplus or deficit Provinces with 
respect to particular crops, all Provinces are deficient 
in some crops and surplus in others. The Indiam price- 
structure has under normal conditions been an integrated 
whole in spite of any pockets of rigidity that persist due 
to inadequate development of marketing and transport. 
Any administrative machinery that is created should there- 
fore have its scope of operations co-extensive with the 
whole country, if the unity of the price -structure is to be 
maintained. While special arrangements may be neces- 
sary for . dealing with individual homogeneous tracts 
within the country, we are of the opinion that these arrange- 
ments should 'function within the frame-work of a 


189 


macbmery organised on an all India basis and not inde- 
pendently of it The interests of each region or Frovinco 
or State vary from crop to crop and the largest measure 
of agreement on policy can be reached only through an 
All India organisation, where the price and production 
policy relating to all crops in all areas can bo discussed 
^on a basis of give and take As stated by the rondgrama 
'Policy Committee, *it la not reasonable to enforce seen 
ficea on one Provmc^ without reasonable efioits being 
made to BOO that the fruit of such sacrifices goes as far as 
pOESiblo in relieving the suffering elsewhere* An All 
India organisation would bo in the best position to uphola 
this principle and to secure the largest measure of agree 
ment between the different provinces and states If an 
area then is required to partially aacnfico its mtorcsts 
in the case of one crop it may secure compensation in tho 
case of another crop and it will have the satisfaction 
further that its sacrifice has been instrumental in 
producing benefits m a sister area We recommend, 
therefore, that tho administrative machinery for the 
formulation and execution of tho price policy should bo 
constituted on an All India basis covering all the 
ProvinccB and States 

280 Tho creation of an All India machinery is beset ConiUtu 
•with constitutional difficulties Under the Government tional 
of India Act of 1035, ‘agriculture , trade and (.ommerco '3j£FjcaJ 
within tho Province’, and ‘production supply and dis 
tnbutxou of goods’ are subjects included •within the 
Provincial Legislative List The Central Legislature has 

no power to legislate m respect of these subjects c\erpt 
by the consent of two or more Provinccb or in times •when 
a grave omergoncy threatening the security of India has 
been proclaimed by tho Governor General 

281 During war time the Government of India extr Central 
oised tho power to issue directives to the ProMntts on control 
matters falling under these subjects but these directives 

were issued under Section 126 (A) of the Government 
of India Act which confers this power on tho Ctnlrnl 
Government when a proclamation of emergency is m 
operation and tho Governor General has declared that 
tho security of India is threatened by war This power 
has ceased •with the end of the emergency and the with 
drawal of tho proclamation E-ven -when the Govern 
toent of India did poBat«!8 the power to intervene md 
•ituaUons arose when such intervention became ncctssnri, 
there have been instances wbero they hive not felt justified 
in pressing tloir \iewB to the length of using tl eir emer- 
gency powers The Central Govemmeut have always had a 
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feeling that ‘in a constitution of a federal nature tk 
constituent units, especially where 'a popular ministry 
is inToIved, must be allowed due scope in the exercise of 
the responsibility with which they are charged*’. The 
recent amendment to the Government of India Act makes 
it possible for the Central Government to continue to 
exercise some of their vrar-time powers even after the 
D.I.R. has been withdrawn, but it is unlikely that thes^ 
powers will actually be exercised to any great extent. 

282. While the Central Government have no power 
to intervene in - subjects which, lie within the Provincial 
jurisdiction, they have accepted the responsibility for ^main- 
taining adequate conditions of living and high levels 
employment’ and for “ immediately increasing the food 
resources and improving the diet of the people”** within 
the country, as a signatory to the Pinal Act of the United 
Nations Pood and Agricultural Organisati-on. The re- 
cent statement on Agricultural and Pood policy issued by 
the Government of India also says inter alia “ Agriculture, 
and the supply and distribution of food are provincial 
subjects and on provinces will rest the first responsibi- 
lity of making plans, in the light of local needs ^and capa- 
city, and the final responsibility of carrying them. But 
it is necessary for the Central Government to take the 
initiative in co-ordinating the proposals and bringing 
them into the frame-work of a common plan for agricul- 
ture and food”. The Central Government thus recog- 
nize their responsibility in regard to the overall food and 
agricultural situation in the country. As has been said 
by the Poodgraius Policy Committe ‘hungry men do not 
discriminate and social unrest does not observe the pro- 
vincial frontier lines. The Centre, all the Provinces and all 
the States have a common interest in seeing that the situa- 
tion does not get out of hand’. This common interest . 
needs to be organized through an appropriate machinery 
for consultation, decision and execution. 


283. This difficulty arising out of the conflicting 
powers and responsibilities of constitutent units' is by no 
means unique to India and it was also experienced in 
other countries whose experience will provide valuable 


♦Quoted from 5 statement by tho Food Department to tbo Famine 
Enquiry Commisaion. 

♦♦Final Act of the United Nations Organisation of Food »»d 
ftgrieuItuTO. 
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guidance to us It does not ordinarily arise in countne** 
with unitary constitutions such as the United Kingdom 
and Franco In the United Kingdom, an Act of Porlia- 
mtnt holds supreme oyer all subordinate la'w making 
authorities In Trance also under the Third Republic 
laws passed by the Charahtr of Deputies had over riding 
authoritj all over the country It is only in countries 
^ith federal constitutions where the distribution of powers 
between the federating states and the federation is ex- 
plicitly laid down in the constitution that conflicts m 
authority arise. 


281 The constitutions of the USA, Canada and 
Australia, all federal countricfl, clearly demarcate the 
powers of the federal government from those of the fcdcra 
ting states and empower the )udiciaTy to interpret the 
scope of this deinarcatioQ. Since most of the federal 
constitutions date from a period when *lat8sez fa\rc* was 
the rule and industrial technique had not advanced, tho 
tciidouoy was to entrust as little jjiowcr to tho federation 
and to retain as much power with tho federating units as 
possible Under tho stress of tho increasing complexity 
of economic forces and the growing consciousness of tho 
responsibility of tho State for securing the well being 
of the people the balance of power as between the fedora 
ting milts and tlic federation has been undergoing con 
tmuous oiiangt through legislative amendment, judicial 
lutcrprctivtion or coustitutional convention in favour of 
tho fcdoratiou 


285 In the United States, the actmties of the Fedo- {(i VBA 
ral Governmout have hLcn enormously expanded through 
tho ‘commerce’ clause and the ‘general welfare’ clause 
of tho constitution During the tenure of office- of 
Chief Justice Sfarshall, the Supreme Court gave dcci 
Bions in several cases widening the powers of the Federa- 
tion" vw-a cis the Stales To quoto ono instaiico, an 
attempt b^ the Mirjland Logislaturo to assert the right 
of taxation over the banks Cbtubbshcd by the Tcdcral 
Govtminent in its territory was thwariid by the Supremo 
Court Judgement in McCulloch v Maryland (1810) 
m which the Ck>urt declared that “the States have no 
rt»wcr, by taxation or otherwise, to retard, impede, burden 
OP in any manner control tho operations of tho constitu- 
tional laws enacted by Congress to carry info execution 
tlio powors vested in the general Govirnmcnt" Tho 
constitution makes no spcoifio reference to agriculture 
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aa such and confers no express powers on the Federal 
Government in relation- to agriculture; but the trade in 
agricultural products is a part of inter-State commerce 
and as such comes within the purview of Federal Legis- 
lation. The .United States Congress moreover has the 
power to levy excise on the produce of the land as on all 
other produce, and can use this taxing power to regulate^ 
the value and character of agricultural production. 


286. The Federal Government can also influence 
agricultural policy in the individual States by making 
grants out of Federal funds for particular purposes.- When 
the Agricultural Adjustment Act of 1933, enacted to 
secure a reduction in agricultural surpluses by making 
benefit payments out of the proceeds of the processing 
tax, was declared unconstitutional by the Supreme Court, 
the United States Congress passed the Agricultural 
Adjustment Act of 1938 instead which empowered the’ 
Secretary of Agriculture to make grants, loans and parity 
payments to the farmers for the purpose of securing the 
conservation of national soil resources and an adequate 
and balanced flow of agricultural commodities in inter- 
state and foreign commerce. 


287. Another way in which the Federal Government 
has enforced its economic policy is by the creation of 
special adJioc corporations such as the Tennessee Valley 
Authority. This corporation was established during 
the world depression when the Federal Government was 
compelled to intervene in the economic sphere on an 
unprecedented scale. - “ The T. V. A. represented an 
■' altogether different conception of the management of a 
modern nation’s economic resources ; that of enterprise 
on a large scale, deliberately iindertaken by the public 
authorities, with certain social and economic purposes 
clearly in mind from tlie beginning The enterprise 
was fraught with great difficultj’’. The valley is divided 
politically amongst seven States and hundreds of local 
government units, cities and countries. ISTone. of these - 
is vested with authority over more than a fraction of the 
valley nor are the boundaries of the States coincident with 
the most appropriate areajpf economic organisation. No 
single State or single private enterprise or even a consor- 
tium of a few States and a few enterprises could have coped 
up with the task of developing the Valley to^ its fullest 
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potentialities "The enterprise ncccF<!Qrv for develop 
mg the vallej. Inti to be such ss could see the \TlIe\ 
steadily and see it whole * . Tho difficultv of securing 
the CO operation of the seven States uhich trench upon 
the villcy was overcome onlj because the constitution 
of the United States gives the redcraj Government full 
authoritj. over navigable rivers and inter State commerce 
V In tho absence of such authoritj , it would have been neecs 
sary for the seven valley Statta to make a compact among 
themselves to accomplish the aims thit me embodied 
m the T V A , and such a compact between one State 
and another can only bo entered into, according to the 
constitution, by tho coneent of the United States Congress 


288 In Canada, tho position of the Dominion Govern 
ment vis a vis the Provinces is less strong than that of 
tho Pederal Government vis a via the States in the USA 
Although Section 91 of the B-itish North America Act, 
1867, conferred all rcsiduarj powers on tho Dominion 
Government by specifying that it had povet 'to make 
laws for tho peace, order and good government of Canada, 
m relation to all matters not coming within the classes 
of subjects by this Act assigned ivelusivelj to the legis- 
latures of the Provinces", tUo Pnvv Council put a res- 
trictive interpretation on this section bv deciding that tho 
Dominion Government had power to make such laws only 
in temporarv and ovorwhdmnig emcigineies feuth as war, 
pestikiico Of famine The result w'li >ha» a pood fit al of 
legislation relating to social st evicts, uch rs that dealing 
With minimum uag s, hour^ of wvwl uneniplojmont 
insurance etc had to be umki:,taktn bv tin Provinces 
rills nnturallv led to varving standaras of social secuntj 
and labour legislation being adopted m different Piovin 
cts, partioularij as the financial jowera of the Provine s 
UHn linutttl to direct taxation uithin tin Piovmco 
under S ttioii 92 (2) of the British North linrnca Act 
1867 ilfirtover, although tho Dominion Govcrnuirnt was 
givtn powiis to rigulato trade md coniimut undei 
Scrtion 01 (2) of tin Act, the Priv v Council dcelari d the 
Natural Prodmts AfarLiling Act which provided for tho 
marketing and distribution of j rodiicts hv a Dominion 
Mirkcting Board iiivilid on thi ground tint the Domi- 
nion Government did not hnv< tho power to regulate 
trading transvction** compKtid within v ><niglo Province 
The Dominion Government has however coiisidi rablu 
powtrs for economio regulation under Section 81 of tho 
Act andhns used them to control companies with Dominion 
''batUra, banks, and tho gram, transportation and shipping 
trader 
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289. The Dominion Government has therefore been 
obliged to rely more on special financial grants for making 
its policy effective. Since the grants to the Provinces 
have been conditional the}^ have led to friction between 
the Dominion and Provincial Governments. Owing to 
the dependence of many Provinces on single products 
and their helplessness in the face of economic catastro- 
phies, they had little choice in the matter and had to ac- 
cept the grants in spite of the conditions imposed. During 
the depression, the wheat-growing Provinces found that 
it was beyond their financial resources to prevent the 
threatened collapse of their agriculture and had to 

. accept a large measure of central control in return for 
assistance from the Dominion Government. 

290. In Australia, the Commonwealth of Australia 
Constitution Act of 1900 laid down that the Common- 
wealth Parliament had the “ power to make. laws for the 
peace, order and good government of the Commonwealth 

- with respect to alia) taxation ; but so as not to 

discriminate between States or parts of States ”. Sectioii 
88 of the Constitution granted the Commonwealth Govern- 
ment exclusive power to levy indirect taxation in the 
form of customs and excise, but under Section 87, the 
Commonwealth was allocated only l/4th of the annual 
net revenue from these duties, the balance being handed 
over to the States. The power for direct' taxation was 
left almost entirely with the States, but the Common- 
wealth has graduall^^ impinged on this field of taxa tion as 
well. In 1910-11, it levied a land tax and in 1914-16, 
estate duties, both direct taxes. During Woidd War I, 
it levied a direct tax in the form of an income-tax. During 
Woi'ld War II, when enormous expenditure by the Com- 
monwealth Government became necessary, this tendency 
was accentuated and was signalised in 1942 by the pass- 
ing of uniform income-tax legislation by the Australian 
Government. These laws practical!}' involved the re- 
tirement of the States from the field of income taxation 
for the duration of the war and one year thereafter, and 
sought to accord priority to the payment of federal income- 
tax over the States’ own income-tax during this period. 
In return, the States were to be given grants based on their 
average income-tax collection for the last two j'ears. 
The bills embodying these proposals were passed by the 
Australian Legislature in June 1942 and immediately 
the Governments of Victoria, Queensland, South Aus- 
tralia and Western. Australia appealed to the High Court 
to invalidate the Acts as ullra vires under the Common- 
wealth Constitution. The High 'Court however held by 
a majority that the Acts were valid in their entiretyi 



Subsequently the Commonwealth Government has levied an 
cntertammcnlB tax which hitherto had been a State source 
of revenue TIk trend towards increased powers for the 
Commonwealth Government is thus unmistahahlo in 
Australia In fact thoEightHonourableMr B G^Menzies, 
K C , former Attorney General of the Commonwealth 
V Government, has stated that since theHigh Court judgment 
rof 1942 validating the Act providing for a uniform tax, 
Australia must be regarded as a unitary lathcr than a 
federal State. Recent plans for post war reconstruction 
also appear to reinforct this view In December, 1942 
a bill was introduced in the Commonwealth Parliament 
providing for the transfer by the States to the Common 
wealth of specified poweis for a period of five years after 
the cessation of hostilities These powers are intended 
to enable the Commonwealth to make laws with regard to 
such far reaching subjects as organised marketing of 
commodities, primary production, family allowances, and 
combines and monoplies The bill was passed by all 
the State Parliaments with two exceptions, Victoria and 
Tasmania. 

291 The Commonwealth Government has also power 
to grant financial assistance to the States Section 90 
of the Commonwealth of Australia Constitution Act 1900 
reads “ during the period of 10 yeais nftti the establish 
ment of the Commonwealth and thereafter till the Parlia 
meat otherwise provides, the Paihamcnt may grant 
financial assistance to any State on such terms and 
conditions as the Parliament thinks fit \ The manner 
m which the Commonwealth Government lias discharged 
its respoiisibilitica in this regard has gradually changed. 

* To begin with, each State was credited with the Common 
wealth revenue collected m that State and debited with 
the expenditure incuired on its behalf in the transferred 
departments and also with a share of the new expenditure 
of the Commonwealth Subscqucntlv, this s\stem was 
tcrinmattd by the CommonwcoUh Governuuiit and it 
gave grants to the States on a per capita basis This in 
turn was replaced by a system of centralised handhiig of 
the public debts of tho CommonweaUh and the States 
Pmally, in 1933, the pre*>eut system of making grants to 
Ibo States on the recommeudatioua of a Commonwealth 
Grants CoiiiniiB‘>ion was adopted Tho Commission 
consists of three members, and is required to enquire into 
aud report upon any claims made by any State for a 
grant of financml abai&tanco under Section 90 of the 
Constitution Tho Commission, iroprewd by the %nTiation8 
m the economic position of tho different States laid down 
tho fundamental nrmciulo m 1036 that ’* hOecial erantn 
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from tho Commonwealth arc jiiBlified when a State through 
fiiinnc-ial .stre.s.s for any cause is unable efficiently to 
discharge its functions as a member of the federation and 
should be determined by the amount of help found neces- 
BO.ry to make it possible for that State by reasonable 
effort to function at a standard hot appreciably below that 
of other States 

292-. The problem of securing a co-ordinated develop- 
ment of economic resources lias thus been tackled in these 
countries firstly, by a gradual increase in the powers of 
the federal government, secondly, by securing the 
co-oporatioii of the federating States through financial 
grants to them for specific purposes, and thirdly, by the 
creation of special corporate agencies invested with the 
noces.sary powers by the federating units for discharging 
specific functions in an integta.fced rr inner over a whole 
region. 

293. In India the possibilities of an increase inthesphere 
of authority of the Central Government seem remote. The 
trend of opinion in the country appears to be all*(n the 
direction of increased autonomy for the Provinces. While 
we do not hazard any guess as to the political set-up 
which may finally emerge, we think it unlikely that there 
will be vested in the Central Government power over the 
sirbjects with which our enquiry is coxrcerned. 

294. Grants from Central revenues to the Provinces for 
specific purposes have been made both before and during 
the war, and while they have their own utility, they also 
lead to some difficulties. While the Central Government 
appropriates funds from its own revenues to the Provin- 
ces which could well have been devoted to the discharge of its 
own constitutional sphere of responsibilities, it has no 
specific means by which to ensure that the. funds 
appropriated have in fact secured the objectives aimed at. 
It has to eschew any close scrutiny or inspection of the 
channels of expenditure lest it migh give rise to resent- 
ment in the Provinces. A situation of this nature where 
taxation is the responsibility of one authority and e:^- 
enditure of another naturally gives rise to complications. 
TKe method of grants -in-aid is efficacious when there 
exists in the Provinces a fairly unifoi’m degree of effi- 
ciency of administration and a feeling of mutual trust 
and confidence, so that the assistance offered by the Centre 
and the assessment of its results by it are regarded as an 
act of co-operation which is welcome rather than as an 
interference which is unwarranted. While grants-in-aid 
should he resorted to for securing action by the Proyinces 
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in specific directions to secure limited ends, they 
will not prove effective when what is aimed at is the formu- 
lation and enfoicemcnt of the entire price policy for the 
country in the sphere of agriculture 

295 The only otiicr method open is to create a special 
agency based on the mutual co-operation of the Centro, 
V^rovinccB and States The mlercsts of the Provinces and 
'“‘^States are so inextricably inter related raid interdependent 
that buch co-operalion ip welcome to all and it is in fact 
a necessary condition of thiir development. The well being 
of cultivators in their lespectivc areas will bo of over riding 
importance to each of them and a common machinery for the 
formulation and execution of price pobev is theiefore bound 
to emerge The Provinces and Stales are much more vitally 
interested than the Ccntie m the maintenance of remu 
nciutivo prices since their major eourcca of revenue depend 
on the prosperity of the countryside It is they who have 
to cairy the hiunt of public opinion m the face of agrarian 
distress and to under take the necessary remedial measures 
Wo have every reason to behove that their co-opeiation will 
bo forthcoming if an appropriate machmery is devised for 
the purpose. 

290 It IS important to remember that even before 
the war, attempts wero successfully made to secure the co 
operation of the Provinces, States and the Centre through 
bodies suchasthcImperialCouncil of AgrrculturolResearch, 
the Indian Central Cotton Committee, the Indian Cen- 
tral Jute Committee, etc These bodies wCiO constituted 
for the purpose of undertaking programmes of reacaich 
and development m particular spheics and their scope 
of work did not extend to questions of economic policy 
of a general nature, they provide, however, illustratioiisof 
successful joint enterprise, planned and conducted by spe- 
cially constituted authorities, representative of Central, 
Provincial and Stato Governments 

297 During the war, though the Central Govern- 
ment had difficulties III the initial years with the Provin 
res and States iii implementing its responsibilities for the 
conduct of the war, the periodical conferences of the 
Central and Provincial Governments soon led to a better 
understanding of each other's difficulties and to a greater 
degree of co-opcralion between them Tho working of the 
Cential Food Dtpartment is an example of the success 
ful co-operation between tho Centro, Provinces and States 
under extremely trying cncurastxnccs Mtliough jt has 
not yet been po'ssible to device a unifoim patUrn for 
tho procurement systems in all areas, all thete systems 
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'have been oiganised on the common principle of elimi- 
nating competitive buying and creating conditions ap- 
proximating to monopoly procurement so as to bring 
under the physical control of Government the maximum 
possible amount of the marketable surplus of foodgraing 
The Central Food Advisory Council, which consists ol 
representatives both of the Central and Provincial Govern- 
ments has also proved a fruitful medium of co-operation. 
We understand that the Central and Provincial Govern- 
ments are also co-operating in the projects foi; the multi- 
sided development of the Damodar Valley and the Sone 
Valley areas and for the setting up of a fertiliser factor) 
at Sindri. 

298, We have no doubt that the machinery to be 
employed for the purpose of implementing the price polic) 
should also be constituted on the same principle and thai 
it should take the form, of an independent authority 
representative of the different Governments concerned 
We are glad to note that the Fa,mine Enquiry Commissior 
also came to a similar conclusion and recommended the 
establishment of a permanent organisation called 
the All-India Food Council as the common organ for co- 
ordinating the activities of the different governments 
in framing and executing a common food policy for the 
country. In our opinion, it is impossible to segregate 
the problems of foodcrops from the problems of other 
agricultural crops with which they are inextricably inter- 
related, and we therefore recommend that the machinery 
created should deal with both food and non-food agricul- 
tural products. It should be called the All-India Agii- 
cultuial Prices Council. 

299. With respect to the composition of such a Council, 
we have considered whether it should consist only of 
representatives of Governments or provision should also 
be made for representation of the different interests 
concerned such as the growers, traders, processors and 
consumers. We are of opinion that while different 
interests need to be associated with the making of policy 
in order to ensure that the policy adopted is sound from 
a technical and practical point of view, such association 
should only be of an advisory character. The represen- 
tatives of sectional interests cannot be vested with the 
power of making decisions which must remain the 
function of Governments. The All-India Agricultural Prices 
Council should therefore consist of representatives of the 
Central, Provincial and State Governments alone. We 
indicate later the stage at which and the manner in which 
representatives of different interests should be associated 
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300* The All India Agriculttiral Prices Council should 
consist of 22 mombers The Central Government should 
have four representatives in view of the important role 
that the Centre must play in the co ordination of policy 
and also m view of the responsibility of the Central Govern- 
ment for the adminiatraiion of the centrally adminis- 
tered areas These representatives should ordinarily be 
■v Mombers of the Cabinet, holding the portfolios of 
VAgnculture, Food, Commerce and Finance. The presence 
of the Cabinet Members-in-charge of Commerce and 
Finance on the Council is essential because of the close 
connection of trade and tariff policy and of financial policy 
respectively with price policy In addition to the represen 
tatives of the Central Government, there should be eleven 
representatives representing tho eleven Provinces, who 
should ordinarily be the Mninisters m-charge of Agri- 
culture and Food in each Province The representation 
of Indian States will have to be decided m the light of 
their relative stakes in the price fixation programme 
Tho total area of Indian States is 89% of tho area 
of tho Provinces, but tho proportion of tho cultivated area 
of tho States is only 69% of tho cultivated area of the 
Provinces If wo take population as the criterion, the 
population of tho States is 32%of tho population of the 
Provinces Taking these factors into account, wo aro of 
opinion that the States should bo given representation 
to tho extent of about 60% of tho representation accor 
ded to tho Provinces and therefore recommend that the 
States as a group should bo represented by 7 members 
on tho Council Roprcsentativcs from Indian States 
should be selected on an agreed basis. The Council should 
bo presided over by tho Member of tho Central Govern- 
mont Cabinet holding tho portfolio of Agriculture and 
the decisions of tho Council should bo taken by a majority 
veto, 

'101, We rSaliso that tho Couuoil will have no legal ({$} poa 
powers of its own, and will derive all its powers by tbo »r$ 
voluntary association and co-oporalion of Provinces and 
States Wo believe, however, that all Provinces and 
States will reahso the ad\antagc of evolving a policy and 
programme which would bo in tho common intenst and 
/ wiU establish a convention that each Province and Stale 
^ should voluntarily implement tbo decisions of tho Goun- 
od The Council will arrive at conclusions only after 
examining tho points of view of all tho Povinccs and 
States, and reconciling their conflicting interests to tho 
“aximuin extent Its conolusions will thus rt present 
die higlust common factor of opinion and tluy will com- 
mand universal acccptanco because tboy will 
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the ooonomic prosperity of the whole country aad 
provide n ucuso of security to the whole population. Even 
fchougii a particular Province or State may at times 
harbour a seuH(' of grievance, on a .specific decision of the 
Council, it would ordinarily not challenge the authority 
of the Council because it W’ould be interested in 
other decisions of the Council aa well, some of which 
may well bo in hor favour. It will be recognised tha^ 
while each has to submit to a certain extent to the autho- 
rity of others, each has also a share in exercising authority 
over obhor.s. A convention, freely negotiated on the basis of 
niatua j interest, is likely to bo more effective in practice 
than any 'legal sanction. 

302. The All-India Agricultural Prices Council should 
formulate and enforce a price-policy for agricultural 
commodities in the country. It should decide for what 
commodities prices need to be fixed and for what commodi- 
ties assistance needs to be given through other methods. 
It should dotennine the levels at which minimum and 
maximum prices should bo fixed for the commodities 
selected and whether fixation of prices should be supple- 
mented by production and consumption subsidies. It 
should consider the ways and means necessary for enforcing 
the prices fixed and should take appropriate measures for 
the purpose. It should try to co-ordinate the activities 
of the various agencies, whether private, co-operative 
or Governmental, operating in the field of Agriculture 
and secure their co-operation by providing suitable 
inducements. The decisions of the Council will have no 
mandatory effect by themselves but they should be im- 
plemented as a matter of constitutional convention by the 
member units. • 

303. The Council should have a full-time^ Secretary 
of its own with adequate staff under him. He will be 
responsible for arranging the business of the Council and 
placing material before it in a forih which will enable the 
Council to arrive at decisionss. He will convey the 
decisions of the Council to the different Governments re- 
presented on it and submit to the Council, from time to 
time, reports on the extent to which .and the manner in 
which these decisions have been implemented. 

304. Since the All-India Agricultural Prices Council, 
will consist of representatives of ministerial status, its , 
composition will be of a changing character and it will meet 
only at regular intervals. It will therefore he necessary 
for the Council to have under it a permaueni nuudiihery 
for the discharge of its functions. While the Council 



US 

will be the fountain of a!! authority ind take finil dtci 
sions on all raittcrs, its decmona '4h< ii/d be implemented 
through appropriate or^ansj of admituslration Tne 
functions of tho Wl India -Vgucultural Prices Council 
may be broadly clissificd into tuo cite^oric'', tiz , (i) 
tho determination of minimum and miximum piiccs nnd 
(tt) the enforcement of the puces fixed The adininih 
^ trativo organs created should therefore be n<inpted to 
^ the requiicments of these tuo functions 

305 The determination of prues »•? nn extremely com 
plex and responsible task incoKing the reconciliation 
of different interests ana the «;electJon rf apjucprato 
methods of assistance in each case Each of the mtcrcsls 
affected need to be given an opportunity of putting 
forward its own point of vlc^^ before prices are determined 
and tho price determining authofitj •should be '50 constituted 
that Its decision will command respect and be accepted 
as fair and impartial by all the interests concerned It will 
have to consider the probable effects of varioii'^ alter 
native levels of prices and should hiNo the technical 
oompetonco to decide a<5 to whith particular love) will be 
appioprnte m a given act of circumstances Tho 
function of determining minimum and maximum prices is 
thus partly judicial and partly tccbnital in character and , 
the admiiiJstrstm organ ertand for the purpo'^e should * 
be such as would satisfy the«e two requirements 

306 The principle of appointing a special body for 
such a purpose is by no means no\el It has alroad\ 
been adopted m the case of trade and industrial polic\ 
by tho appomlraent of Tariff Boards to inscstigatc and 
report upon applications of industries for Stato a‘^^)lstance 
Tariff Boards, honover, are ut pnsent ippointed ad hoc 
for the purpose of txanuning tlio question of protection 
to specified indiistnes and cease to exist afttr thej havo 
Bubimtted their repo’^ts Tin*' pnvmts the (mergence 
of continuity of pohes -=^0 e5>«entnl for tho growth of sound 
and healths traditions and divorees the formulation 
of policy from the rcsponsibilitv for watching its effects 
and revising it from timi to time in the light of cvpc- , 
ricnco Even in tlic '^plnr"' of aj^riculture, tlien exists at 
present a similar bodj in tho Pneo AdM'^or} Comnnttee 
of tho Pood T)epartm*.nt eit up m I04G for ad\j«ing the 
Government of India on the fixition of prices for food- 
grama This committee however consists of represen- 
tatives of produeeis and eonsumer it IS appointed bj the 
Central Gov*rnment itsilf and its advice is not Imuhng 
In our opinion in a bodv of this t\pe whose dvci-'ions 
affect uU olaasjQa of people, there should bo uo place for 
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representatives of sectional interests as suet and it 
should consist only of persons of technical ability and 
judicial competence. The representatives of sectional 
interests should no doubt have adequate opportunities 
of putting fovAvard their case, but they' should not be in a 
position where they would be judges in their own suit. 
The decisions of such a body should normally be accepted 
by Government. 

307. We^ recommeird therefore that the All-India 
Agricultural Prices Council should set up a special Price 
Determination Commission for the specific purpose of 
advising it on all aspects of price filiation. The members 
of the Commission should be appointed by the All-India 
Agricultural Prices Council on the recommendation of 
an appointments committee constituted by it according 
to an agreed procedure. 

308. The Commission should consist of three members 
po9iiion, including the Chairman and they should' be appointed 

for a five-year term, subject to renewal. The members 
of the Commission should be selected on the basis of special 
qualifications. One member should be a person with 
long experience of agriculture, either as a senior officer 
in the Agriculture Department or as a practical farmer 
on a substantial scale, so that he Avill be able to judge 
the effects of the policy proposed and to visualise the 
practical difficulties involved in its implementation. The 
second member should be an "economist with experience 
of finance, so that he may be able -to examine the 
financial implications of the different measures suggested 
and bring to bear upon the deliberations of the Commission, 
a wide andgeiieral economic perspective. The third member, 
who will also be the Chairman, should be either a person 
who has occupied a seat on the bench of a High Court of 
Judicature of one of the Provinces or of the Federal Court 
and has had experience of dealing wiih commercial legis- 
lation or a person who has held high administrative posts 
of a quasi- judicial character. His presence on the 
/ Commission vdll ensure that a fair hearing is given to all 

’ the parties concerned and that all the relevant factors are 

taken into consideration before arriving at a decision. 
The Commission should have a Secretary of its own rrith 
appropriate staff. 

.(ii) Bureau 309. The Price Determination Commission should 
ofecemo^ haA^'e under it a Bureau of Economics and Statistics, which 
mice and should make available to it all the statistical rnateriai 
iiaixshct, j^ecessary to enable it to discharge iis functions'. _ The 
Bureau should regularly collect and compile statistics 
of acreage and yieW and data relating to prices received, 
prices paid, loan^ borrowed and taxes paid- by the farming 
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community It sliould analyse and forecast demand 
supply, and price relationship foi the major commodities, 
study farm organization, and cxomino the burden, 
incidence and effects of State programmes of agricultural 
assistance The Bureau should make full use of the data 
supplied by the Provincial andStateGovernments, commer- 
cial bodies like the Imperial Bank of India, Chambers of 
Commerce and Trade Associations, ond other channels and 
organize sample surveys on its own initiative, where 
necessary. In particular, it should organue m coopera- 
tion With other agencies enquiries into the costa of produc- 
tion of crops and the costs of living m rural areas It 
should in due course develop on tho lines of the Bureau 
of Agricultural Economics of the U S Department of 
Agriculture 

310 Tho function of the Commission would be to (<«« J'une 
determine minimum and maximum prices for different 
regions for agricultural commodities designated by the 
All India Agricultural Prices Council and suggest what 
measures are called for in order to enforce these prices 
It should also suggest whether any measures of control 
such as imposition of restrictions on foicign trade, 
regulation of production, transport, marketmg, prices, 
oto require to bo adopted Tho Commission should 
prooci/d to consider tljo question of price fixation for 
ft commodity, either on a direction by tho Council, or 
on a representation by the interests concerned, or on 
its own initiative While examining tho question, it should 
receive evidence, written or oral, from all interests, ten- 
dered in person or through counsel It should also consult 
tho appropriate advisory committee of tho different 
advibory committees, tho setting up of which wo recom- 
mend later It should ba'-e its decisions on tho general 
principle of securing adequate and stable returns for 
agriculture and a fair relationship between tho returns 
from agriculture and tho«e from other comparable occupa 
tions and should interpret its rcsponsibiiilics in the light 
of the principles 1 iid down by us in the preceding chnji 
ters of the Rcpoit which should form ita instrument of 
in8tructjon‘' It ahould maintain elect cent ict with 
enfortoment operations and should continually watch the 
trend of* market prices uis a vis the minimum and 
maximum pnc< s fixed Tho contluFiona of tho Commission 
will bo comimmicat‘d m tin form of rorommcndationH ^ 
to the All India tgriculturnl Pnccs Council which alono 
Will bo compitcnt to make final decisions Tlu r< com 
nacndation<» of in i xpert techmeal and <;ciiu judicial body 
^ko the Commiffrion will howttcr carry great wught an t • 
bo decisive in aiguificonto. 
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311. Aflci' the ilgricnltural Prices Council 

h;ia e.Ka mined ihe r.-comniendation.s of the Price Deter- 
niiuatinn (.'omiiiis-^ioti :>m! arrived at definite decisions 
thereto, tiicso dccisiony will Iiavc lo bo enforced through 
appropriate measuies. The- programme for enforcement 
will com-iyt of a vride vji’jety of measures, including 
iargc-‘;ea!e purcdiase and snlo operations, and building 
up of biii'fVr slocl's, v.-hieh piaeticfo'ly involve setting up 
busiiu'.-s in i-ompetirion vitli private eiirerprise on a 
very large scale. 


312. Wo ar-j (Tt)j:)jniori lliat the cnforceniontpiogranime 
eannor he carried out with .=:ufficicnfc efficiency and de.s- 
pjalch through the normal machinery of a government 
department. In .saying this v/e are not unmindfiil of the 
work of the Central Food Department, which has been 
struggling since its inception wnth the many problems 
that have cropped up during war-time in connection with 
food distribution. It has, in co-operation with' food 
administrations of the Provincial and State Governments, 
tried to evolve airAJI-India Food Policy and to enforce 
it through procurement, planned movement, storage 
and ra-tioning. The present activities of the Central 
Food Department thus cover practically all types of mea- 
sures necessarj’’ for implementing a price fixation policy, 
thus demonstrating the practicability of such a policy. 
The working of a government department is however 
so much beset with red tape and procedural delay that 
it is incapable of taking decisions with the speed and elas- 
ticity essential foi market operations. A departmental 
administration, since it does not provide the financird 
incentives indispensable for the working of a commer- 
cial enterprise, proves to be more wasteful in practice. 
Even when animated vith the best of motives, the very 
set-up of the administration is such that it cannot be adap- 
ted to udiat is essentially a business function. 


313. In our opinion, the machinery necessary for this 
purpose must he akin to a business corporation with 
it.s essential freedom and elasticity of operation. An 
independent corporation will remove the function out- 
side the field of political controversy and will yet enforce 
the policy of the State. It will have its own self-con- 
tained financial balance-sheet with the incentive and 
corrective of profit and loss, so indispensable for success- 
ful business. Even if its profits and losses ultimately 
fall to the State, the separation of its finances will clearly 
bring out the burden or benefit to the exchequer resulting 
from its operations. It will be able to plan its operations 
for the future without having constantly to obtain Govern. 
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mental sanction It woi Id be a body clothed with the 
power of Government, but po'*besstd of tiie flexibility 
and initiative of a private enterprise '** 

314 The principle of havmf' an independent body as 
distinguished from ordinary dipartments of go\ernment 
for a function of this type has already been recognised 
\a most countries In the United States of America 

there are numeroub corporations, each cstabU'^hed for a 
specific purpose, such as the Reconstruction Financ 
Corporation, the Federal Deposit Insurance Corporation, 
the Tcnnes'^ec Valley Coiporation, the Commodity Credit 
Corporation, etc In Canada, tho Agricultural Prices 
Support Board* and the Wheat Board are independent 
corporate bodies, operating through separate accounts 
kept by the Sliuistcr of 1 iimnce In the United Kingdom, 
the statutory public corporation has been adopted os a 
common means for taking certain functions of a public 
utility character outride the turmoil of part5 politics 
and the London Passenger Transport Board, the British 
Broadcasting Company , the Central Electricity Board art 
all corporations of tins type It is understood that theGov 
orumont of India also propose to set up similar indoptn- 
dontautlioriucsfor tho dcvoIopro< nt of the Daniodar Valley 
and for tho lertilizcr Factory at Smdri A laige number 
of autonomous comiuciciul undertakings under the joint 
ownership of tho Central Gosernment the Piovincial 
Governments and pruato earners may scon bt consti 
tuted in tho field of road transport The operations neces 
sary to enforce the price fixition programme will also be 
of an essentially commercial character and should tlicrc 
fore form the icsponsibihty of an indcpemlcnt corporation 
specially set up for the purpose and workmgvwithiu tbe 
limits of any general directives that it may rccono 

315 We have carefully considered whether there 
should be 'separate cnrporitioiib for ‘separate agneiil* 
tural commodities, but jm\e come to the conclusion that 
tho object m view will bi bC',t ‘^cratd by haaing a s'n do 
corporation dealing with all cominoditiCb While wc 
recognise that each tommodiU may h i\c problems wlucli 
arc in a seiisi specific to it-ilf il u the \cry csacnct of 
our propo-^al that there should be c\oKtd an inter related 
price policy uhich will muntun m ippropriate iclation 
'■lup betw{ n prices of <liffcrtiit corauioditic= AgneuI' 
tarnl commoditu- tompili. with • icli othc’* both in thi 
sphere of production ns well ns for the purpose of 
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^ consumption, and the price policy adopted must hesuclias 
would secure a balance between the production of dif- 
ferent c;ommodifcies and existing conditions of supply 
and doraand. The principle of constituting specialized 
organizations for each commodity as in the case of the 
various central commodity committees constituted foi 
the purpose of reseat ch and’ development cannot b4 
appropriatety applied when the function is to evolve ^ 
integrated price policy for all commodities. The emphasiB 
here is not on a commodity as such, but on the price 
relationship as between different commodities, and the 
factors influencing prices are usually common to all 
commodities. A single corpoiation dealing with all 
commodities will besides result in the distribution of 
risks arising out of trading operations and reduce 
the financial liability. The Corporation may however 
be organised if necessary in different sections, each 
dealing with a particular commodity. 

Commodity .316. We recommend therefore that for the purpose 
carrying out its errfoi cement p)rogramme, the All-India 
‘ Agricultural Prices Council should set up a statutory 

coiporation which may' be called the Commodity Cor- 
poration. It should be a body corporate, with capacity 
to, contract, to sue and be sued in its own right. Many 
of the measures that the Corjjoiatiou may have to under- 
take are already being administered by the Food Depart- 
ments at the Centro and in the Provinces amd their tech- 
nical and administrative personnel who by now have 
acquired a good deal of expierience should be placed at 
the disposal of the Corporation when it is constituted. 

(4) Funa- 317. The Corporation should, take all measures that 

t^ojis. may be necessary to carry into effect the policy laid down 
and the instructions given to it from time to time by the 
All-India Agricultural Prices Council. Within the limits 
of these instructions, the corporation will resort to such 
measures as it thinks necessary for the execution of its 
responsibilities. It will undertake the jmrehase and 
sale of designated agricultural products at the minimum 
and maximum prices fixed by the Council. It will guaran- 
tee to purchase all that is offered to it at the minimum 
prices fixed. It will also undertake to sell from its stocks 
at the maximum prices. It will, at its discretion, begin its 
operations as soon as prices show a tendency to fall below 
the minimum or rise above the maximum, so as to prevent 
market prices- from departing from the range fixed. It 
will also have the power to purchase and sell the produce 
on its own irnfciative at the market price in order to build 
up its buffer stocks and turn over the stocks in its posses- 


Sion It will package, process, stort and transport pro- 
ducts and undertake imports and exports Besides the 
outright purchase and sale of agiicultural produce, it will 
be open to the Corporution to borrow or make loans on 
the security of produce and of Jmd and buildings It 
will carry out its functions cither through its own agencies 
or through the agency of Provincial and State Govern- 
ments or through the appointment of licensed trade agents 
t ^ whom quotas may be allotted and necessary instruc- 
tions issued It Will also act, if called upon, as the agent 
of the Central, Provincial or State Govornment;8 for the 
purpose of purchase and sale of any agricultural product 
Anj sales made to Provincial or State Governments from 
its own stocks will however be at a price not lowci than 
the maximum price In the case of famines, when the 
Provincial or "State Governments consider it necessary 
to make sales on a aubsidivod basis within their area, they 
should purchase any stoclw*^ they need from the corpora 
tion at the maximum price and later sell them at any prioo 
they choose Any loss on account of such emergencies 
will be borne by the Governments concerned and not by 
the Corporation whoso business character must be pro- 
ficrvod Its powers, should bo wide enough to enable it to 
dischaigo its functions with ifficicncy and effectiveness 
It should report from tmu to time to the All India Agti 
cultural Prices Council on matters falling within its sphere 
of responsibility and should also be free to take the mi- 
tiftiivo in preparing plans of future development 

318 The Corpontion will need long term finance for 
the construction of warehouses and for making loans to 
others for such construction The finance required will 
depend upon the number of commodities selected for 
pneo fixation which will increaso from time to time. 
If, for instance, nco, wlieat, jowar and bajra are selected 
for price fixation in the beginning, the* amount of fixed 
capital necessary may be estimated at Rs 0 2 crorcs Tina 
will therefore constitute the minimum capital with which 
tho corporation should bo started and its capital may bo 
increased lator as may bo necessary 

310 Wo have considered whether this capital should 
V f^iscd from the public or whether its issue should bo 
^ ^tricted only to Governments Tho experience of most 
) Vountrie'j is that in tho caso of corporations whoso acti- 
Vitally affect tho econoraio lifo of tho country, pn- 
’fato ownership creates difficulties which ultimately force 
tno State to acquire ownership itself. In any case. th»* 
of such corporations has of mccf;«ity in rest with 
StatOj if they are to bo used as an laatrument of Staio 
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policy. The cornbinixiion of private ownership and Stat“ 
control creates an anomahms position in v/hich the stock- 
holders have no incentive ami tlie Stare no responsibility. 
If r-lie corporation is to be both an instrument of State 
policy and a vSiiocessfiil eoiniuerciai undertaking, it is 
essential that its ownership as well as control should be 
vested in the State. ^ 

320, We recommend therefore that the entire capit^ 
of tile Corporation should be .subscribed jointly by 
the Central, Provincial and State Governments in suit- 
able proportions. Since the prosperity of agriculture 
all ovt'r the country is a matter of prime concern to the 
Central Government, it is essential that the Central Govern- 
ment should contribute a substantial portion of it.s capital.* 
It is our opinion that this contribution should amount 
to 30 per cent of the total capital plus 1 per cent on be-, 
half of the centrally administered areas. The remain- 
ing 09% of the capital should be contributed by the Pro- 
vinces and States in proportion to the area and popula- 
tion in their respective territories and it may be roughly 
allocated on the basis of 49% to the Provinces and 20% 
to the States. The capital allotted to the Provinces 
and States should be further distributed amongst each 
group on some agreed basis such as population, land re- 
venue, total revenue etc. The following table shows the 
respective shares of the Provinces on alternative basis 
of allocation. 
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piogramrae of.the corporation in security and they should 
be persons of high public standing and' recognised 
integrity. 

32-i. The Board of Directors should consist of three 
persons including the Chairman. One of the members 
should have had long experience of the management of a 
business undertaking. The second member should be a ' 
person with wide experience of banking and finance;^ 
Tire third member, who should also be the chairman 
of .the Board, should possess wide administrative 
experience in a department of Government. The three 
Diiectors should together form the Board and its deci- 
sions should be taken by a majority vote. They should be 
paid a salary which is on a par with the salaries paid by 
business undertakings of equal importance and should be 
appointed for a term of five years in the first instance. 
On appointment, they should relinquish any interest 
that they may have in private corporations and should 
devote themselves entirely to the work of the corpora- 
tion on a full-time basis. The Boards of Directors should 
concern itself with all major decisions of the enterprise, 
make all appointments under the corporation and re- 
present the corporation before the AU-India Agricultural 
Prices Council and the Price Determination Commission. 

325. The affairs of the Corporation should be adminis- 
tered by the Manager, under the general supervision and 
direction of the Board of Directors. He should be res- 
ponsible for the execution of the policies and -decisions 
of the Board of Directors. He should prepare the agenda, 
present cases for the decision of the Board and notify 
different departments of the Corporation of the decisions 
of the Board. He should keep the Board informed 
of the current activities of the Corporation, make recom- 
mendations to it and prepare special reports for its infoi- 
mation. He should have the general oversight of all 
the departments of the Corporation and should be respon- 
sible for their efficient working. We recommend that' 
the Manager of the corporation, who will occupy the 
pivotal position in its staff, should be a person who has 
actually occupied a position of similar responsibility 
under Government or in business, 

326. The Corporation should be organised in a number 
of different departments at its headquarters, each in 
charge of a Deputy Manager. There should be a separate 
department for each commodity such as rice or wheat 
or for a group of commodities such as millets, oil-seeds, 
etc. There should be separate departments for each 
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important function ako, such aa finance, •warehousing, 
foreign trade, etc. The Corporation should have re 
gional offices located at convenient centres in the Pro- 
vinces and States so aa to carry out the actual operations 
of purchase and sale and implement the enforcement 
programme. 

327. The Corporation should endeavour *,to carry out 
its activities as far as possible through the agency of 
existing channels of trade and administration. The re- 
gional offices of the Corporation should work in close 
co-opcration with the staff of the Provincial and State 
Governments, in particular with the Director of Agri- 
culture, the Chief Marketing Officer and the Registrar 
of Co-operativo Societies of each area and should employ 
the agency of private traders and co-operative societies 
to the maximum extent consistent with efficiency. The 
Corporation is not intended to serve as a substitute for 
normal channels of trade and administration but to co- 
ordinate them in a manner which will facilitate imple- 
mentation of State policy. It should endeavour to plan 
Us administrative arrangements in such a way that it 
would permit the appropriate dopartments of the Pro- 
vincial and State Governments, co-operative societies, 
commercial bodies and private traders to share as much 
as possible in the c’xcoution of its programme. 

328. In order to democratise the working of the Price 
Determination Commission and the Commodity Credit 
Corporation and to ensuro that their operations aic sound 
from a praotical and technical point of view, it is neces- 
sary to associate representatives of different sectional 
interests affected with these bodies in an advisory capacity. 
While wo do not advocate the appointment of represen- 
tatives of sectional interests on the All-India Agricul- 
tural Prices Council or the allotment to them of a share 
in the stock of the Commodity Corporation, wo fully ap- 
prooiato the necessity of giving a hearing to their case 
and of obtaining their advice at an expert level before 
decisions arc finally made. Their advice is likely to jbo 
most useful when it is related to the particular commodity 
or to the particular function ofwiuchthoyhavospccialkno- 
wlcdgo and honco wo recommend that Advisory Commit- 
tees should bo set up for each important commodity 
or group of commodities, and for each important func- 
tion. These Advisory Committees should consist of 
representatives of growers, traders, processors, consumers, 
research workers and other interests connected with Ihb 
commodity or funotion in question. This representation 
should as far as possible be organised through instil 
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channels, such as trade associations, central commodity 
committees, institutes of scientific research, uppropriate 
departments of Govertiment, legislative bodies, etc. These 
Advisory Committees consisting of persons with 
intimate experience of the particular commodity or 
function in question will be able to offer advice with an 
authority which will command respect. The Price De- 
termination Commission and the Commodity Corporation 
should be requiied to call the appropriate Advisory 
Cominittce.s into consultation before important decisiona 
are taken and the Advisory Committees also should have 
the power to mako recommendations on their own 
initiative to these two bodies and to the All-India 
Agricultural Prices Council. 

329. The sotting up of the machinery proposed by us 
maaButaa, raise a number of constitutional, administrative, 

and financial issues which will have to be settled before 
any advance can bo made. This will take some time and 
it is important to ensure that in the meanwhile we do 
not continue to drift aimlessly and run the risk of being 
overtaken by a depression. We are therefore of opinion 
that certain essential preliminary measures should be 
taken immediately to adapt the existing machinery of 
the Government of India on the lines suggested by us 
so that tho All-India Agricultural Prices Council will 
be able to take over an administrative set up which is 
more or less suited to its requirements. There 
is already in existence at the present moment a nucleus 
organisation in the Pood Department of the Government 
of India which has considerable experience of procure- 
ment, storage, price control, and related matters. There 
is also available in the Agricultural Department 
of the Government of India, a staff of advisers 
who have a wide range of technical experience. These 
should be utilized and fitted into an effective 

organisation for implementing price policy. 


330. Certain preliminary measures should be taken 
without delay. Firstly, a Bureau of Economics and Sta- 
tistics should be set up for the collection of reliable data 
of area, yield, costs of production, costs of living and other 
factors relating to agriculture and animal husbandry. 
Secondly, the ability of the Government to intervene 
effectively in tho market should be strengthened by the 
procurement by the Central Food Department of at least 
li million tons of food-grains such as rice, wheat, jo war 
and bajra which should be initially selected for price- , 
fixation, so as to constitute a reserve. Thirdly, the Food, - 



Agrioultijro and Co-operative Departments of the Centre, 

Provinces and States, ^the Reserve Bank of India and the 
Railway and Port authorities should co-operate in orga- 
nising under their own auspices as well as through private 
obannelfl the construction of ware-housing accommodation 
on a country-wide scale. The storage accommodation 
constructed by the diatriofc governmental authorities 
should at least be large enough to accommodate 2 million 
tons of food-grains and it should he handed over to the 
All-Indi^ Agricultural Prices Council when it is set up. 

The. Government of India should also conduct a detailed 
enquiry into the teohnical, problems relating to storage. 

Fourthly, suitable trade or other agencies should, bo selec- 
ted and appointed, in collaboration with Provinces and 
States, for the purpose of carrying out purchase and Bale 
operations in different areas on an agency basis. Finally, 
the Government of India should immediately initiate 
exploratory talks with the Provincial and State Govern- 
ments regarding the sotting up of the All-India Agiicul- 
tuial Prioea Council and should appoint a small staff 
for tho purpoeo. Tho Council should bo sot up as soon as 
a majority of tho Provinces and tho premier States ex- 
press thoir willingness to join. The Government of India 
should depute a few officers to the U.K., the U.S.A. and 
Canada to study tho prico stabUisation policies pursued 
there so that wo may benefit from foreign ezporionoe. 

^31 . Until tho Council is sot up and it begins to operate, 
the Contral, Provincial and State QovernmontB should 
endeavour to adapt their existing price policies and their 
administrative maohinoiy for prioe-fizing and prioo- 
enforcoment to tho general prinoiplcs rocommondod by us 
In our report, 

332, Tho All-India Agricultural Prices Council and It# Oeadndoo, 
two organs, tho Price Determination Commission and the 
Commodity Corporation, will thus bo roaponsiblo for tho 
entire formulation and oxcoution of agricoltoral prico policy 
in tho country. Wo have Indicated, in brief, tho manner 
in which those bodies should bo constituted, tho fono- 
tions they should disohargo and the powers that should 
be ontiustod to them. Thoir aucoessful working In prac- 
tice will however depend more upon tho conventions that 
they develop and the goodwill that they arc able to create 
than upon their constitutional framework. Wo realiso that 
it may bo contended that these bodies will bo able to ox- 
erciRo little influence in the absence of any specifio sanc- 
tions. It U oui faith, however, that what is necessary 
for thoir successful functioning \n not so much formal 
authority vested in them oa wlUmg oo«opeiaticui amongst 
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?oubfc“wnfhrf“M;'"‘"-- we have no 

^ in generous measures in course 

rf r of tlie benefits it will confer on all. The 

replies that wo received to our questionnaire already 
show a wide realisation of the fact that' the prosperity of 
and the well-being of the rural population are 
inextricably linked up with the maintenance of remune- 
rative prices for agricultural produce. Any efforts there- 
ore in the direction of securing this objective will attract 
^ support. It is our firm belief that the paachinery 

w 1C . wo have proposed will provide an administratiye 
iramcwork within which the Central, Provincial and'State 
governnmiits can co-operate in implementing their joint 
responsibility for promoting the well-being of their people. 
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Chapter X 

Ancillary Measures 

333 The policy we have outimed in tlio preceding Ndtlncomi 
chapters is based on our firm belief that incie l‘^e in i^u odt^ator 
''ultural production can bo brought about oii)_j if ^gri 

*^lture becomea remunerative The cultivatoi will 
undertake improvements to his land and will ulopi 
advanced techniques of cultivation only if it is worth 
his while, and capital resources will bt uiVLsi"d in 
agriculture only if they can be sure of getting an 
adequate return It is only because iternative 
opportumties of employment ore few and agncultuie 
represents to the cultivator a way of living rathci than 
a means oflivelihood that he sticks to the land uid cariies 
on production in spite of meagre returns It is howcvti 
one thing to sullenly drugdo at an incestnl vocation 
and eke out a miserable existence and quite luotlur 
to enthu-jj istically adopt expensive new t chniqut 
which at hcoit ho mistrusts As it is he is sunk deep 
enough in debt and would prefu to utilize lus cudit 
for other, to him more urgent needs Itisonlj b) imiu 
taming prices at a level which will cover tin costs of 
farming according to improved practices and will piovidc 
an incom comparable to the income in othci oc upation-» 
that conditioUo conducive to investment and cnttrjirisc 
can bo ci ited The net income acciuing to the oulti 
vitor IS theufore the very crus of the probUiu and it 
IS to maintain it that the measures iccommcndcd us 
arc designed 

334 Thcsc incisures directed to support ignculuml 
prices, though intended to bo self supporting do iiuolvc 
m enormous unitiugcnt cost to the Stvtc VUhoUch thej 
ire mdi':j tu \blc for restoring prospoiita to om lugest 
industry which Ins been depressed for so long the oriutcot 
vigihnce is necessary to cn&urc tint the txpnuhiurt of 
public funds succeeds in providing till nece Ir^ incintuc 
to the actual tiller of the soil and is not frittcud awa> 
niiiongat the host of iutcrm‘'dntc right li< Idus who i rowd 

^■h agricultural mduatrj 

335 Tho net income of the culmaior is the difference 
b iween the price ho receives for lus produce Tnd iho 
pijments ho makes out of it Wo mu^t therefore 
^Ximine tho forces wluch determine tho prie »t wlueh 

■> lU his jnoduco and tho cliim-s for iKi>mcnt wlueh 
his (o moot, Si Is to libcovcr wajs in wluch coi 

uo regulated. \ 
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■^43 The regulation of markets on these hnei will 
provide a much needed corrective lud it will create con 
ditions witbm which the cultivitor mi\ <xpect a fan 
deal The ultimate interests of th< cultiv itor however 
lie in the development of co operative marlcetnig It 13 
_only when cultivators join hmds pool their produce, 
and grade and process it before salt thit thej c'^n 
^ obtain a fair return Thi is tbi onlj way in which am II 
\y scale firmtro can secure tosoni extent the advanti^es 
of large scale production While marki ting on a eo opera 
tive basis is bting practi ed to oonic ext< nt it is s*ill m 
its infancy and the produce marketed through co opuia 
tive societies amounted in 1939 40 to only Its II I erores 
We understand that the Co cpeiativc Planning Comnnttci 
has chalked out a detailed plan for the development of 
co operative marketing and hence we do not maki 
detailed recommendations on this subject 


344 While the above measures will strengthen the 
pooition of the oultivator m his dealings with whole salcrs 
and other trade intermediaries thej maj not prove equal 
ly cffoctivo in cases where the cultiv itor i» obliged to part 
with hi3 produce to the local money lender or land owner 
from whom he maj have obtained credit The local 
money lender usually combines the bu incjs of lending 
money with that of trading in villoge prodne and his 
advances to <’ho cultivator arc usuallj mad on condi 
tion that the produce is sold to him at a low price The 
money lender or the land owner who make th advance 
have usuallj at the back of tb< 1 minds the hope tha tho 
cultivator, harrassed by tho high r itc of interest that he has 
to pay and the low price that he rcecivcM for hi3 p'oduco 
may eventually be induced to part with hio land to them 
on favourable termi We realise thwt the village mom v 
lender plays and will continue to pla\ an iinportart and 
useful part in tiu credit struc'ure and tba the retes of 
interest ch'^rged thougli the\ niav appear arc 

to some extent justif id bv the high dogrcL < f risk tint 
characterL-Cs the bu ims Hi must not howfarr bu 
free to abuse hi» pooition »nd ixircia undm influinei 
ovei the cultivator to prevent him from selling hK pTuduce 
m tho open m ri^et It is the verv es nte of our pro 
posals that the cultivator sliould lei und a res enable 
iDCorao in ord r to prov de him adequate mducerient 
to expand hu pnlu lion nl it i, neue arv lo secur, 
that thu, IS in n viv r nl d difficult bv he uontrie 
taal obligations with financing agcntie. Ue ifeMf rt 
recommend that for inv pn due. which tie i m< % hnd r 
OMhe land ownr- or an> ^ 

^payment of the loans adv-nced b> them, thu> jM 
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Regulated markcta have been in onemtl„„ t 
aemo li.uc in Madm.s. C.P.. Bombay, Hyderabad 
etc, and they hayo been rcaponaibfc for bri 1® !'“'; 
a number ot reforms The legislation in the life 
Provinces and States lunyever follows different pat “ 
and docs not cover the whole field. In Machas th- 
Act relers only to oommoroial crop.? which are defined 
im cotton groundnut and tobacco. In Bombay, Siad 
and Punjab, the ajij.lication of the Act is restricted tod 
.Specified commodities. _ In some oases, fche Acts are 
extended only to particular municipal areas and result in 
the diversion of trade to neighbouring unregulated mar- 
kets. The licensing of premises foi purchase and sale 
outside the maikct yards is also permitted in certain 
casG.s and it renders control over fche activities of fcradeis 
more difficult. The facilitios provided by the maikets 
vary from place fco place and Province to Province and in 
many cases, sheds suitable for trading and godowns for 
storage are not available. The rej^resentation of fche 
growers on the market committees also varies from Pro- 
vince to Province. In Madras, it is not specified in the 
Act and is left to the discretion of the Provincial Govern- 
ment, while in Bombay, it is laid down that it shall not 
be le.ss than one-third of the total membership. The 
legislation in Central Provinces, KW.P.P., Hyderabad, 
Baroda and Mysore provides that the growers shall have 
not less than one-half, while that in the Punjab provides 
that they shall have a little more than one half of the 
total number of seats. In spite of the defects in the 
existing legislation, it has .succeeded to some extent 
in abolishing unauthorised trade deductions, fixing broker- 
age and commission charges at reasonable levels, popu- 
larising standard weights and measures, and arranging 
for the arbitration of disputes and the supply of up-to-date 
information. 


342. The experience is thus encouraging and it is now 
time tha-t comprehensive legislation should be passed in 
all the Provinces and States, establishing regulated mar- 
kets for all agricultural commodities in all market towns. 
The market comraittee.s should provide ail the facilities 
required for trading, licence the traders, dealers and middle- 
men of the area and require them to conform to the con- - 
ditions laid down. Strong action should be taken to 
prevent unwarranted deductions by unscrupulous traders 
and intermediaries. The constitution of the committees 
should provide for effective representation of the growers 
which should, in no case, be less than one-half of its total 
membership. The area of operation of the committees 
should be carefully defined so as to prevent evasion, 
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368 Tho State should also exact adequate etandaids 
of mauagoment and optimum utilisation of land from 
the farmere The inherent fertility and productivity 
of land 13 a national heritage and the assurance of re- 
munerative pnoCB to the cultivator mil be justified only 
if It promotes its most efficient use 

369 Tho State should make available to tho farmeis 
free technical advice for this purpose There has been 
considerable progress m recent years in the sphere of 
agricultural research but much of it remains to be trans 
lated into farming practice While research should con- 
tinue and should bo expanded, it la more urgent to secure 
tho rapid utilisation of its results There should theie 
fore bo sot up a permanent machinery which will main 
tain haision between the rcseitch stations on tho ono hand 
and farmers on the other, through a wide network of 
expert technical staff The nucleus of such a machmerv 
already exists m tho agricultural semcca in the Provinces 
and States and in tho advisory staff of tho Central Govern- 
ment We recommend that these services ahould bo 
expanded to a dogiee whcio it will bo possible for any 
farmer to obtain expert advice on bis own problems without 
difficulty and delay 

370 Advice by itself will serve little purpose unless 
facilities exist by which the advice can bo put into effect 
In tho present conditions of agriculluic where private 
agencies do not function to any significant extent, tho 
State should take upon itself tuo responsibility for 
orgamzmg tho supply of such facihties The supply 
through a chain of depots of seeds and manures and of 
improved implements and mechanised equipment on hire, 
tho Binlang of wells bunding and laud reclamation 
mcasuies, etc are among the many services that tho 
state can render These serviccj should bo provided 
at cost or on a subsidised basis where necessary 

371 In certain cases it may also be necessary to give, 
as in other countries, direct subsidies in order to stimulate 
tho production of specified crops or lo bring under cul 
tivation marginal or derelict land Wo have already 
discussed tho importance of such subsidies in Chaptei 

373 If howo'vcr In spite of these measures of assis- 
tance, adequate standards of management ari not main- 
tained and optimum utiliz tion of land not secured, it 
will bo necessarv for the State to undertake measures 
w compel tho recalcitrant faimcra to conform to the 
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elated and trained in the use of scientific 
teohiuqiie. -The illiteracy of the farmer operates as a 
handicap not only in regard to the ability to appreciate 
an(l absorb new techniques but also in the maiketinc of 
produce y/aere lie is at tiic mercy of intermediarieg of 
various kinds, onty too ready to trade on his ignorance. 
The ostensioii to tne villages of adult education suited 
to the rural enviionmeiit is therefore a crying necessity. 
The crucial problem here i.s not only to bring knowledge 
to the door of tlic villager and convince him of the merits 
of the inaprovoments recommended but to demonstrate 


to him on land in his own village that these improvements 
arc within his means. With 700,000 villages in the country, 
this is indeed n colossal task. We do not envisage a 
substantial has toning of the tempo of this work without 
a radical change in the approach to the problem of village 
publicity and propaganda. This change involves the fullest 
use being made of the mobile oinema and the radio as 
media for publicity and instruction in all aspects of village 
welfare. We attach prime importance to the mobile 
oinema as a medium of instruction in virtue of the case 
with which it can collect the villagers who come in a mood 
ready to listen and to learn. 


comon 

tteaa. 


Bop* 377. While undertaking a, programme of far-reaching 

reaentytive measures of agricultural development, it is well to re- 
member that the execution of this programme will ul- 
timately depend upon the co-operation of the people 
which can only be secured through the organization, on 
a permanent basis, of channels for mutual consultation. 
Such consultation is rendered all the more necessary when 
the State is expected to possess coercive powers on a 
considerable scale which need to bemused with restraint 
and without harassment. It is only when the programme 
is supported by public opinion that it can command 
willing acceptance and lead to fruitful results. 

378. The organisation of local representative bodies 
have played an important part in the development of 
a'^ricuHure in the United Kingdom and in the United 
States of America. In England and Wales, the County 
War A^^ricultural Executive Committees mainly composed 
of farmers were of such assistance -in securing an expan- 
aJon of production during war-time that .hey are , now 
constituted on a permanent basi, They work m close 
alooiation with the national advisory services lor the 
ofomotion of farming efficiency and act as the local agents 
S the Ministry of Agriculture in the exercise of its powers 

oi' control. 
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i79. la tlie United Slfitea of America the farmer- 
liavt been playing a vital rok in agnculturo 
vtr siiKO the Agricultural Adjustment Act of 1933 Each 
ikiunty Commilti e consists of three farmers who ar^ 
Ircted by tlio Community Committees, vho axo them- 
‘-fUes elected each year by all firmcra within the local 
" drr\ni‘’tratioii area The County Agricultural Exten- 
oj'^lgcnt- who reprcoi^nts the Federal Government is an 
oj^icxo member of the County Committee There are 
I- bus more, than 3000 County Committees and 29,000 
' ^immunity Committees operating in the USA, provid- 
ag more than 9000 County Committee men and 87000 
" omraunity committee men to assist m developmental 
nctiviticb The operations of the County Committees 
TO linked together by mcaua of a State AAA Committee, 
onsjsting of three to five farmers, who aro residents of 
be State and are appointed bj the Secretary of Agricul 
j ute The State Director of Agricultural Extension is 
, in ix oj[pcio member of the Committee The State AAA 
^ ’’ommittccs aro directed by the Central Office of the Agri- 
^ lultural Adjustment Agency through ita regional divisions 
1 

380 Tho committee system has thus been utilised 
on a largo scalo in the United States for the purpose of 
dcmooratising the making and execution of agricultuiol 
' poboy Since the committee-men are elected annually by 
tbcir farmer neighbours, they are directly responsible to 
tho lariners of their community and county and they aro 
hibk to bo replaced at tho next annual election if they 
do not admuiifatcr tho programme satisfactorily They 
receive pay for tho time, they devolo to tho programme 
which along with other operating expenses of the Com- 
nuUco IS deducted from the funds made available for 
payments to farmers Tho functions of these commit- 
tees have gradually advanced from mere advisory func- 
honi to actual administration These committees aro 
r<*poii''iblo for explaining tho provisions of tho programme 
^0 farmers, determining individual goals and allotments, 
toiiservatioii pncticts, certifying eligibility for 
\irtn.ipation ui loans md other programmia, checking 
l>crforn\ance, and a wide variety of other tasks They 
►V thtir rLCOinmendntjons, to shape ngnculturnl 

t v^immoa ni L.uch u way that they will fit in wath tho 
/J'-uU of tlair own locditus and' thereby contiibulo 
' towards the solution of the problems of fannora 
^ “d »^onsumira m the country 

3Sl. vre of opinion that th«. voimmtt<‘ t-ystem 
in tl c U Iv and Iht US \ p'-ovifk-' if-< w th a 
*^‘^1 model to follow m our country- By orgamaiug 
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in villages, tehsib, districts and fto. 
vixiocy and aeouring thoir co-operation in the pianiiiiiH and 

w“rcJ!ate°*a Programmes, Government 

wiii create a favourable atmosphere for aericultural 

development. The problem of creating such org® nisation, 
the rural area^ has already been examined at some 
kniglh by the Famine Enquiry Commission and 
Bengal Administration Enquiry Committee and we S 
m genoral agreement with their conclusions. We parti- 
cularly draw attention to the warning of the Bengal 
Administration Enquiry Committee that “ neither succes- 
sive failures nor criticism should be permitted to deflect 
Government from its objective, the setting up in the vil- 
lages of self-governing bodies We strongly recommend 
that these should be constituted not only in villages but 
also in the tehsils and districts and Provinces on a federal ■ 
basis and they should represent different agricultural 
interests such as landless labourers, tenant cultivators, 
occupancy right-holders, landlords etc. 


382. The State will then turn to them with confidence 
for their advice. These bodies should advise Govern- 
ment in the framing of policies and would also be of help 
in executing them wherever possible. These bodies should 
be represented on any policy-making authorities that 
Government may constitute in the sphere of agriculture 
and they should be the recognised channels for explain- 
ing Government policy to the countryside. In particular, 
when Government propose to issue directives or to 
compulsorily dispossess holders of existing rights, action 
should be taken only in consultation with the appropriate 
local organisations who may also be entrusted with the 
implementation of the decisions of Government in this 
respect where deemed necessary. 


OoDoJuslon. 383. It will be seen that a wide variety of ancillary 
measures, are called for in connection with a price fixa- 
tion policy. Wot all the measures, however, are of equal 
importance from the point of view of assuring remuner- 
ative prices to the producer. For instance, the improve- 
ment of marketing, the reform of land revenue and 
tenure, and the promotion of rural education would stilK 
be desirable on general grounds even if a policy of price \ 
fixation were not adopted. Certain other measures, on 
the other hand, are more closely inter-woven with price 
policy. The regulation of moneylending, for instance, is 
necessary if the cultivator is to have the freedom to sel 
-his- crop to the State. Minimum 
labourers have to be guaranteed if the benefits P 
fixation are to be carried down to them. It is desif 



hoiroTer to ondertakQ all the different measures 
simultaneously so that as a result of their coxnulaUTe 
effect, there may bo prepared the proper atmosphere for 
the introduoUon of a pohoy of price Hxation. 8uch a 
pohoy can only succeed, when it ia a part of a wider 
programine of agnoultnral development. 
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Oonolxtsiok 

384. Onr mran task ;n this ficoort h(>. r- r 
>meiid the principles on n^hioh producer’s ordn/d 
be fixed for different types of agricultural .uu! - 
iinsbandry produce axid the means by which . 

be made effective and an assured market pre; 
While we therefore naturally concentrate on prict p’-*^ ' 
we have always kept before us the wider objectives v-fl 
this policy is intended to promote, viz. cxjiajuh , 
agricultural production with a special empha.d- n, f: 
production in particular, and iraprovemenl in tlr '* 
dard of life of the people. Por this reason, we Irn ' 
recommended a number of ancillary lueasurs-a tint 
to be taken to reinforce the price policy. 


385. We have refrained n’om recommendiiig park’d 
levels of prices as the objective co be aimed ’-.t. P 
general economic situation is stid in flux and th" r:. 
sition from war to peace has only ju.st .started «iui o f 
from complete. The position regru’ding imr inten 
tional relations, our balance of trade und riu parity b 
ween our internal and external prices has nor yid ok.'.''.' 
itself. The price level in India ha.'t also ri.sen It) a strot- 
extent than that in certain other coanrries with wh 
we have close commercial relations, and ihcrc i''' -- ■ 
derable uncertainty regarding the levels at. whicli Intiiu 
prices and international prices will ultiniatcdy setrh- tij'vn 
When the whole future is thus uncerimin, it is not 
to suggest with confidence any particular loved tor t 
fixation of agricultural prices hi India. W*' hiiv. . i. 
fact, considered it inadvisable to do so, as any ng-- 
that may be recommended n.s.sinnc a degree of autlu rit; 
which is unwarranted by the liinitcfi a'uiumpn'on • 
which they could be based. It juay well b'c iiuu ‘'■'f 
have no relevance to the shifting baJanro ol tonu\<. V»'' 
have therefore thought it more useful to iveomnlvt'A '• 
procedure for fixing and enforcing minimum and r.i.ae 
mum prices which can bo followed in any hvt ‘>1 eir.'io.* 
tances, rather than stress any particuinr b v* ) of on 
as such which cannot but bo conditioned by u giviu " 
of circumstances. 


380. The combined offee: of our reeommeth-htiou > wi 

however reduce the range of fluctuation m fn *s' ‘y 

trend of prices. Firstly, during ihe < >* k: . “ 

present regime of controls, minimum pn ~ a. ■ ' < 

a level equal to fair parity prices and --nr ■ n 
lity to prices at a lomtiaer^itivo level, b,.).' 




poBt-txansition period, though due to practical considera- 
tiojiB minimum prices may he Gxed at levels below fair 
parity prices, such modification will bo related to well- 
defined factors and some of us even lay down a maximum 
limit to such motUfication. TMrdly, even if a reduction 
in agricultural prices ia called for aa a preliminary to any 
Lreneral leductiou of prices nadertaken as a matter of 
Estate policy, such preliminary reduction in agricultural 
prices will not exceed a speciCed maximum, finally, 
mimmum prices will under no circumatances be permitted 
to fall below a specified rock-bottom floor, at any rate 
during the next five years in the first instance. These 
measures taken together will prevent any unduly wide 
. fluctuations in prices. 


387. It may bo thought that we have provided for 
many contingencies wluch are unlikely to arise in the 
hear future. It ia often beUeved that the prevailing 
global ecarcity of supplies will continue for many years 
and that any apprehension of a fall in agricultural prices 
is therefore unwarranted. In our opWon, this belief 
is contrary to the facta of the oaso. Although agricul- 
tural prices may be maintained for some time to come, 
and forces making for a depression temporarily held in 
oheok, it ia hardly bo expected that the general soarcity 
conditions now prevailing will last for more than a few 
years. Tho deoUno in ogricultural production during the 
recent war in Europe hu been estimated to bo of’ some- 
what loss magnitude than that during the war of lOli- 18 . 
During World War II, greater attention was paid to the 
maintenance of farm production then during World War I 
and in certain countries, there has been a substantial 
increaso in production during tho war years. It is only in 
draft power in machinery and in tho supply of fertilizers 
in enemy and onomy-oooupied countries that tho situation 
today compares unfavourably with tho situation at the 
end*of tho war of 19U-18. On tho whole, therefore, agri- 
cultural rehabilitation after World War II ia likely to bo 
quicker than after World War Ij oud oven then, the boom 
had lasted for Ices than three years. Even if tho greater 
dependence of agriculture on machinery and fertilizers 
today may retard tho rate of recovery, it is unlikely that 
full recovery will take longer than another four to five 
years at the most. In fact, the time required for a return 
to normalcy may bo oven less, and it would be most unwiso 
to rely upon an automatio maintenance of prioca at ro- 
munurative lovols. 


S58. Wo are aware of tho general dissatisfaction at 
'irking of econotnio controls during tho war and * 
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Koto by Six Fhoroso Kbarognt. 

1. Thu roport uf thu Commtttou reptoH'utrt t)to Inrgcut 
moufluro of oommon ngrocmont that ouuldbo rcuohcd on & 
diSlault and oomplox problem. In trying to arrivo at a rnoro or lesi 
unanimoua roport, riomo ombigulth^a Imvi* oropt In and certain 
poiuiti ucod to bo QlaTin<.'d und iduoldatcd from my point of view, 

^ Hondo iblit notu. 

8. 1> Tho moat important of thcuo poinU ia the qucotlon of 
tho prioo to bu fixed. Tho oommittco have oontonti'd thcmaclvoa 
with tho laying down of u formula. This to my mind li not 
onOQgh for immodiato notion* 

2. 2. I wish to mnko It potfcoily olenr that 1 vieualiau a 
prioo of Its. 7/8/- minimum und Ra, 0/8/- maximum per muund of 
wheat nt Lycllpur at present and in thu next few years. Tho 
prioou of othor oommoditios should bo adjuatod to this basio prioo, 
bearing in mind normol or loasonablo difforcntialn. 

2 . 3. That tho rooommondation of tho Committee as it stands 
is ambiguoua will bo apparent from what has tianipircd. At ono 
of tho mootiuga of tho Oommittco. tho Chairman enquired what 
tho formula would tosult in. From the reply given by ono of tho 
mombera, I had the improssioo that tlie formula rccommonded by 
tho oommittco worked out m prootlco to a pnoo of about Rs* 6/* 
por jnaund for wheat at Lyallpur. Ao ihio hguro was more or 
losB what I hod in mind, 1 did not pursuo tho matter further. 

2. 4. This Oguro io howover not being montioned in the 
roport. Moreover it appeara that if certain myatoriouo ‘'adjust- 
monU** aro made, tho flguro wdl drop to Ra. C/8/-. Nor io it 
unlikely that, on tho basis ol some other assumptions as regards 
allowancos to bo made and weightages to bo given, tho figure may 
oTonbo reduced to Ua. 4/8/- or less. 

2. 6, In fact wo do not know whoro wu aland with this 
formula, and what rcolly it will moaninpraotico when tho 

la actually worked out by mothode unintelligible to tho la^ 
Henoo 1 consider it essential to make it absolutely clear as 
what I nocopt in this conueoUon.tis* a price of Rs. 7/8/-ir' 
and Its. 0/8/- maximum per maund of wheat at tho w^ ’ 
market at Lyallpur, with other prices in conformity therewith. 

3. 1. Itia perhaps advisable to stato at this «^tago tho^** 
on which tho figures suggested aro justified and to answer ' 
objcciions that may bo rMsed against them. 

3. 2. As tho oommittco liavo rccoguised. tho logical 
is to baso prices on ooata of production and costa of II ' 
Unfortunately, tho only statistics wo have about costs of product 
•to In connection with an enquiry carried out by tho 
Oounoll of Agrloultaral Roaoaroh during tho deproesion, Tho 
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°2rigS:d'p»rfomf 

the Utter 4/lOtbs of the 

aocprdmgly the . cost of production fcr the FanfaWs e £ 
worked out at Es. 2/! 1 per mauad in these days. Since Sen S 

litiie cost of production has increased proportionately, the coat 
a>u present comes to Bs* 6/9/- a maund. 


3.^ 3.^ This figure for wheat is confirmed by a practioal asri- 
ctiltoist m the Punjab who beeps foil accounts. He has worked 
out that the bare costs of prcduetion of wheat (i. e. not allowirg 
for interest on investment in land) come to between Ea. 6 and 
Es. 7 per maund. The mean of these two. figures, viz. B5.6/8/-is 
probably as correct a figure as we can expect. This, may not satisfy 
economists, but gives a fair indication of the correct figure. 

3. 4. A reasonable margin of profit must be allowed on iMa 
figure to enable the farmer to make a living. 'For this purpose 
under Indian conditions a normal proeuxtment price of Ks." 8/8 
cannot be regarded as excessive. A‘ holder of oO acres can lire 
ccmfortably if he makes profit of Es. 20 per acre and big farinefs 
can even work at a smaller rate of profit. Hut in India the avernga 
holder has only 6 acres of lar d- and he Cannot make both endi 
meet if he also is.allowed a profit of Es, 20/- per acre as Ms income 
would be only Bs. 100 a year. • The small heider needs two dr eyen 
three times that figure, as profit in order to enable him merely to 
exist. It is mainly because the foreign producer has a large aoreage 
that he can afford to sell his produce at a lower price. Our small 
producer must be given a relatively higher margin of profit to 
enable him to carry on. 


3. 5. Accordirigly oor prices will inevitably have to be higher 
than those elsewhere because the farmer with a small holding must 
have a larger profit per acre if he is to carry on with- this work 
and enjoy a reasonable standard of life. His cost of production 
being Rs. 6/8/-a maund, the request fora normal purchase price 
of Es. 8/8/-, with a minimum at Bs. 7/8/'and a maximum atR?. 9/8/- 
is fair and reeisonable. . 


3. 6. TMs in faot is the prevailing price. It has been arrived- 
at. by a process of trial and error and has been in force for 2 or d 
years. Most other prices have adjusted themselve* 
figures and they have worked fairly. It is themfore ; 

that they may be taken as the basis for price stabihsation. 

3, 7. The main objection that will be ra’sed is 

the uncertainty of world condition that ihe- 

themselves to such a price level, it will bo poin. 
price in Canada -d \W:alia may be of the order^of 
^aund. We cannot maintain a price which is tO /o -bov 
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Tho reply is iliat we must adjust our prices to our own neoda 
and conditions We cannot allow the economy of the countryside to 
be upsot in order to fall in lino with the prices suitable for other 
oountriee Wo must have a price which will encourage production 
and not discourage it 

3. 8. It may further ho pointed out in this conneotibn 
Ithatthe actual pxioa of wheat before tho war was abnormally low 
in tho Punj ab even relative to tho prices of other commodities and 
well below the costs of production. Attempts to control price# 
first at Ks. 4/6/^ and then atBs. 6/- during the war completely 
failed and tho prices of miUots became higher than tboao of whoat. 
Tho present range of prices was arrived at by experience and 
represents the economic price under existing conditions. 

3. 0 Another objection that may be raised is that the 
figures worked out for costs of production art* not reliable. It 
is admitted that economic science has not advanced for enough 
to give US data which are reliable But the suggestion put forward 
hero is primarily based on broad general grounds, bearing in mi nd 
the cost of tho articles entering Into the costs of produotloa and 
cost of liring at different periods In tho post 

3. 10 Yet another objection is likely to comofrom tho finan- 
oiul side. It will be urged that if the general salary level i# to bo 
adjusted to a price of 8/8/- for wheat, there moy havs to bo 
considerable increase in ularios. Actually however wage# 
have now adjusted thomsalvos more or Ico to this price level and 
if an attempt U made to lower wagts, there i# apt to bo coonomio 
confusion. 

8. 11. It wiU bo argued that the price I have suggested wiil 
causo hardship to consuraorB in towns. Tho remedy Ups in 
Bubsidlsing consumption. 

4. 1. Tho next question that arises i# how long the pnee 
should be maintained at tho level proposed Tho Committoo have 
rccommondcd that the fair parity price should be tho minimum 
pricp during the transition period. I would also say that the 
price BUggoaUd should bo maintained during tho transition period. 

4. 2. But I am afraid tho definition given by tho Commiike 
of the transition Is ambiguona and no<xIs to be clarified. They 
have defined it as that during which the controls initiated during 
tho warcontiauo. This may bo interpreted m any wjiy one pIoaBcs. 
It IS cMcntial to bo more precUo if misundcralanding is to be 
avoided. I would prefer to say that the transUion period will end 
when for two conseontivo year# the Import into TndU (^fo^« 
gndni have beenlojathonamUlioa toni, 
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in the export market, the Capper Volstead Act in aid of 
CO opentive associations increased agricultural tariils, 
and the provision of additional lural credit agencies coii- 
sequent on the passing of the Pedoral Intermediate 
Act in 1923, were the only legislative gams which the 
farmers made during this period 

w 6 There was however a remarhable increase in Farm 
farm organization activity The Patrons of Husbandry orgamza 
(Grange!, the Farmers’ Union and a new organisation, twa 
the Ainencaii Firm Bureau Federation, all began to put ^ 

forward legislative remedies for the farmer’s difficulties 
Co operative marketing organisations began to pay in 
creasing attention to the possibilities of securing higher 
prices for farm products through monopolistic group 
marketing Through the ‘outlook’ work of the Federal 
D partraent of Agriculture begun m 1923, research 
ami cxtention efforts were directed towaids ascertaining 
and bringing home to individual farmers profitable ad 
juatment in their farm enterprises and practices 


7. A good deal of legislative discussion also centred 
round the seiioi of McNarv Haugen bills which weie Mcnary 
introcluced at various times duiing this period, but were Haugen 
never put into effect, 1 avmg been defeated twice by vote 
and twice by presidential veto These bills in effect pro 
posed a two price system, a higher one for the American, 
and a lower one for the foreign market The Jobs on the 
stuff dumped abroad was to bo paid by the farmers them 
ijclvcs by means of an equalization fee To avoid pos 
sible oaerproduction, a revised version of the bill provi- 
ded for a bount> to be paid on farm exports in the form 
of negotiable debentures which could be sold to importeis 
ar d used b> them to pay customs duties Another modi- 
fication was a suggestion to give every producei the right 
to '•cll a designated proportion of lus crop in th-' lomestic 
market while the balance hud to be sold abroau Trans 
fcrablc allotment rights gUen to each farmer, were to be 
sold to the processors who were required to show such 
rights when the processed goods were sold in the domestic 
market In this manner the domestic price was to bo 
► raised above the world price bj tho value of such rights, 
which was to equal the tariff on the given product 


8 Mthough the McHarj Haugen bills never p„w 
occamcluw. Ihcj RtrNtd to direct governmental thinking reUtiro * 
tow irda the possibiht> of influencing market prices b\ prosperity, 
conscious action But the agricultural problem some 1925 29^ 
«Mt lost Its urgency towards tho later ‘twenties’, becauso 
'Dvj producuon gradually adjusted itself and ip X925.29 


Hicome from agriculture, as a whole was on a nlane 

r ‘’r •’ r“", of p-p™“ - 

wax period, although taxes still remained hiah land 
vaJuei, continued to decline, end progress in ot&r' field’ 
was much greater than in agriculture, v 


yihe Federal o t ^ 

Farm meanwhile, the co-operative marketins 

Board. organisations which had developed along commodity 
lines in the years following the war, found themselves 
unable to cope with the task of restoring farm prices, 
unless they were given federal recognition and simpoi-t. 
This suggested a new and different attack on the surplus 
problem, and President Hoover lent his support to a farm 
relief plan proposing the creation of an administrative 
' Board, equipped with a revolving fund of 500 million 
dollars, to enable producers to get a high degree of 
control of supplies through their co-operative organisa- 
tions and to manipulate them with a view to maintaining 
remunerative prices. The result was the passing of the 
Agricultural Marketing Act in 1929. This Act was to 
“ establish a Federal Farm Board to promote the effec- 
tive merchandizing of agricultural commodities 

and to place agriculture on a basis of economic equality 
with other industries Notwithstanding many previous 
unsuccessful attempts to hold up prices by storage 
and withholding of stocks, the Federal Farm Board 
' launched an ambitious attempt to support prices in this 

manner. The method was to make loans to the 
co-operatives which would enable them to hold the 
commodities in storage until the market improved. But in 
the absence of effective control over production, which 
was left to the traditional level of advisory and educational 
activity developed under the aegis of the Federal Depart- 
ment of Agriculture and the State extension services, 
the largest .stabilisation operations of the Board, those 
in respect of cotton and wheat, turned out to be failures. 
Attributing these failures to lack of control over production, 
the Board stated in its third report (December 1932] 

“ that no measures for improving the price of farm pro- 
ducts other than increasing the demand of consumers 
can be effective over a period of years unless it provides a 
more defenite control of production that has been 
achieved 'so far. For the great staple^^ products 
problem still remains for future solution 


The Hope 10. Production control was thus in the air. “ ' 

Norbeek a plan based on this idea was embodied in tlio 
Bills-Onset ]^oi.})eck Bills which were introduced into Congress ' 
of dep- ,1932 These proposed a tax on processors, the pr 
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to be paid na benefits to farmers conditional on their 
agreeing to restrict acreage or production by some 
stipulated amount. The bills did not get out of committee 
in either bouse, and a similar fate overtook their successor, 
the Jones Bill of 1932, also a production control measure 
on an allotment basis, which was not accepted by the 
Senate. All this legislative discussion took place against 
background wliich soon asf^umed crisis dimensions. 
/%!ic onset' of the Great Depression set the stage for a 
precipitate collapse of agricultural prices. • The index 
of prices received by the farmer {1909“14s=l00) fell from 
146 in 1929 to 66 in 1932» Since prices paid by tlio 
farmer fell only from 163 to 107 during the same period, 
rural distress assumed unprecedented dimensions. 
Throughout the winter of 1932, forced liquidations of 
agricultural assets were shaking the national credit 
structure. Wholesale foreclosures of farm mortgages, 
auctioning of chattels, and farm bankruptcies had become 
notorious. Several thousand banka in tlie rural areas 
had to close down, to the embarrassment of their city 
correspondents. 

11. It w.as against this background of distress, and 
in a mood of administering first aid'* to ngricullurc, 
that the AAA of 1033 took shape. The policy under- 
lying the AAA was to restore farmers, as a class, to an 
income position as favourable as that which they had 
enjoyed in the years just preceding the outbreak of World 
War 1. This policy was to be put into effect by the 
following measures *. — 

1. The enhancement of agricultural prices by 
widespread restraints on production and the 

, removal of supplies from the market, 

2. the enlargement of farmers’ income through 
direct paymenta for participation in produc- 
tion control programmes, 

3. the levying of excise taxes on processors of 
farm products, as a means of de&aying the coat 
of 'adjustment operations*, and 

4 . the regulation of marketing through volun- 
tary agreements among processors and distribu- 
tors ^ or compulsory Uccnsiug to climinato 
unfair practices or charges. 

12. The programme was to bo applied to ‘basic 
agricultural commodities*, tho initial li.«!t of which 
^oraprUed wheat, cotton hogs, rice, tobacco *'•’ milk 
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fht defeition was extended to rve 

Wof’intn sopghimas, and to potatoes in 19«' 


The work- 
ing of the 
pro- 
gramme, • 


aUv invnlvp^ ? programmes natur- 

any involved a complete revolution in the role of the 

' btate m relation to agriculture. Even the formulation of 
the programmes called for a complicated analysis of the 
existing and prospective situation of each crop with 
reference to the economic position of producers as measured 
by the standard of purchasing power “parity”, the determi- 
nation of the rate of the processing tax which would be 
indicated in such a situation, the amount of reduction in 
production which would be called for, and distribution 
of acreage' quotas down to the individual farmer. More- 
over, since the price-raising effects of the plan were ob- 
viously dependent on the degree of participation secured 
from farmers, publicity material to give popular expo- 
sition of the details of the plan and how it was expected 
to effect participants had tO'prepared and disseminated 
through extensive “ Sign-up ” campaigns. Einally, the 
actual working of the plan had to be supervised through 
all its stages, beginning from the signing of a valid con- 
tract with the Secretary of Agriculture right up to the 
final payment. 


Adminis- 14. The administrative machinery which was evolved 
trative in response tO'-these needs was a masterpiece of impro- 
maohinery. yisation. Broadly speaking, a certain demarcation of 
functions was made as between the various state agen- 
cies dealing with agriculture. The Federal Department 
made itself responsible for the formulation of the program- 
mes the legal details of' contracts, and the payments of 
the ’amounts due to farmers, The State extension ser- 
vices shouldered almost the entire burden of the pubjieity 
work * and the supervision of the actual working of the 
programme in the. field was entrusted to decentrabsed 
committees of farmers, ranging from the community to 
the county and the State. 


irsonnel 
the 


15 Unlike the Federal Faim Board, _ the 
AdMiuistratioB and tl>e NBA. tho ^c« I - M 


ibe Administration and tne in mi, anu 
uBtment j^ent Administration was set up as 
rinirtra- Department of Agi-ioulture co- 

tlie Administration was to all ex ei 
ordinated with the existing burem . f 
Its work naturally brought it mt ios 
Bureau of Agricultural Economics, but as cn 
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unnblc to furnisli all the research and statistical matenal 
needed by the Adjustment Admiuisttatlon, a large stafi 
of ecouoraibts and btatistioians was built up within the 
Administration itself. A large number of the key men 
■were drawn from the Bureau of Agticulturnl Economics,' 
the Federal Farm Board, and from state agricultural college 
and fiteijbion staffs. The so called “factory” which 
^ dealt with the routine work of examining and checking 
7 records of farmers* contracts and auditing and issuing 
payments under them constituted roughly half the total 
staff of 6000, which ran to about 6,600 in peak-load 
periods. 

18. Although the State Extension Services were 
the main agencies through which local experience was 
brought to bear in working out the' details of the adjust- 
ment programmes, their aotivities were closely articulated 
■with those of the Federal Extension Service, especially 
of its Division of Co-oprrative Extension. The Extension 
Services differed in their organization and administrative 
policies in accordance with the laws and political pfac.- 
tices of the different States, and a certain amount of 
co-ordination had therefore to be done by the Federal 
Divi^jion of Co-operative Extension. Tlie additional 
work thus imposed on the State Extension Services could 
not bo oarrlocl out without federal aid, since during the 
dcjircp-don state staff had been curtailed, and county 
representatives dropped in many instances. To enable 
these services to fulfil the responsibilities newly assigned 
to thorn, the Adjustment Administration diverted subs- 
tantial sums to State Extension budgets — 3,6 million 
dollars in 1933, 10.6 million in 1934 and 13.2 miUiori in 
1936. 

17. The fioul organisation consisted of a hierarchy of 

committees selected from among the participating farmers 
themselves. Ti\o major task of these committees was 
lo check data furnished by individual, contract signers 
as to their acreage and production iA base years (from 
which the peceentago reduction required had to bo cai- 
cuhted) and to see that the reduction undertaken by each 
•* ’ and the benefit payments claimed Ihcrefoi were consistent 
with the overall county plan. State boards of review chec- 
ked the quality of aucli work done in the bcvornl counties 
The cheeking of eomplianco with the term?» of the adjust- 
meut oontract=^ was done by persona appointed by the 
commodity section of the Adjustment Administration in 
>ya',hing(ofi from a lisi of n.amcR submitted by ilie county 
Allotment committee. The expenses of the Fat • 


The roU of 
State 
extension 
services. 
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committoea, which were known as Production font i 
AsBooiationa, were deducted from the benefh . 
and hence the Government did no? h ”vfl W 
charges under this head, ^ 


Loan pro- 
gramme. 


18. The organisations described thus far were ail 

?brTA A ^ r ““ programmea .£ 

the AAA. But a combination of special ohoumslsnceM 

existog m the autumn of 1933 forced the AAA into lend-^ 

ing dii’Mt to faimors on the security of their cotton and 

com. Cotton prices, which rose by about two-tliirds 

from March to July, lost 30 percent of this gain by 

September. The South began to make vociferous demands 

to inflate the currency, fix the minimum price of cotton at 

15 or 20 cents, and limit the 1934 crop to 9 million bales. 

A serious lack of current cash began to result in local 

disturbances. The Administration, which was already eager 

to speed the flow of cash to the countryside as a means of 

stimulating general recovery, yielded to the pressure and 

announced a programme of loans to farmers, first on 

cotton (September) and then on corn (October), 


Commodity ^ legal basis for the new loans was found in tk 

credit creating the Reconstruction Finance Corporation and 

corporation the NRA. For the purpose of implementing the loan policy, 
esUblished, a new agency, the Commodity Credit Corporation, was 
• created under the laws of the State of Delaware in October, 
1933. Its entire capital stock was subscribed by the 
Secretary of Agriculture and the Governor of the Farm 
Credit Administration, who held it jointly on behalf or 
the U.S. The subscription was paid from a presidentia 
allocation of 3 million dollars from the appropriation o 
100 million authorised by the N.I.B.A. and the Four 
Deficiency Act of 1933. From the outset the Commo y 
Credit Corporation furnished the great bulk ^ ’ 

The charter authority of the Corporation included, a 
other things, the authority to buy, sell, lend ' | 

engage in other activities with respect to ag 
commodities and food. ' 


Modus 
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Between 1933 end 1936, when the 

made of the proceeds of P 
_ A Adiustment Apt conswi-« 


oZandiol that use made of the proceeas m ^ 

commodity levied under the Agricultural Adjus therefore 

■ " control of Agricultural production ^ rights 


Itahi. 


unconstitutional because it ^ Administration 

reserved to the States, the A } mirsued closely 


to the States, tne mirsued closely 

and the Commo®y Credit eppH'r'" 

integrated policies. In the ^ Corporation ® 
for loans from tt. Commodity who tl.«» 

make applications to the county AAA 



recoramondod the loan after making sure that storage 
facilities were available and the the commodity offered 
for loan met minimum standards of quality. The hold- 
ing power conferred by the loans was an important aid 
to the price-raising effecta of the adjustment programmes'. 
In effect, all that the farmers had to do was to store their 
^product and await developments, this essentially spe- 
culative operation being financed by the Government. 
Between tho-inception of the Commodity Credit Corpora- 
tion and December 31, 1935, the face value of loans granted 
by the Corporation was as follows : — 



. (in 000 dollars) 


Tear. 

Ooiton^ 

Comi 

1933 

99,498 

120.207 

1934 

282.644 

11,042 

1938 

6,777 

13,934 

Toial : 

387,919 

145.183 


21. Of these loans, about 230 million dollars were 
repaid during the period, so that the net addition to the 
farmers’ purchasing power was of the order of 300 million 
dollars. 

22. Rental and benefit payments under the AAA 
accounted for 1,108 million dollars during the same period. 
The total expenditure of the Adjustment Administration 
upto December 31, 1936, may bo seen from the tablo 
appended below : — 


(in 000 dollars) 


General Administrative Expenses 78,108 

Rental and Benefit Payments 1,108,323 

Trust Fund Operations ^ 15,891 

Ueniovrtl and Conservatinn of burplua « 75,052 

Drought relief, food conservation and disease 

<*radication operations 157,720 


TotAI.; 1,435, 8U 


21. Aa against this expenditure, the total rovrnue 
roUecU'd from profcjs'^mg and reUted tuxea 'amounted to 
Q99 million doUard upto ifureh 31, 1030. Thub *ho 
diibunomont. not covered by tho proceeds of 
gf the order of 800 miiUon doUare, 
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from agnoulture increased each year from I933 10^93 
as may be seen from following table 


Cash Income eeom Pabm Proditotion and Aa a 

PAYMENTrS, 

(in millions of dollfirs) 


Fear. . 

Oas/i Income 

AAA Pay- 

Total Gas} 

^ 1 

from 

ments. 

Income ' fro 

• 

Production. 


AgricuUkirt 

1933 

5131 

218 - 

6407 

1934 

6632 

596 

6228 

1936 

6703 

'498 

7201 


8oufC4:-r-lil<ivxtu), Darla and Blaek "Three years of ih* AAA” 


farm ax- 25. At the same time, farmer's expenditure increase 
penditura. at a very much lower rate than the increase in their tots 
cash income, so that the actual improvement in th 
economic position of the farmers was very much greate 
than that indicated by the above table. 

Price- 26. The increase in cash income was, of course, du! 

Mcorery. to a large extent to the increase in price which ocourec 
during the period. Between 1933 and 1936, the indoa 
• of prices received by the farmer (1909-14=100) increased 
from 70 to 108. Prices alone are, however, a rather un- 
satisfactory measure of recovery since they fail to allow 
for loss of output duo to acreage curtailment and drought. 
Hence the improvement in incomes is a better criterion 
of the benefits conferred on the farmer by the AAA. 


27. A further question is whether all the benefit.^ 
really resulted from the activities of the AAA. Some 
critics have pointed out that the period under review 
coincided with drought conditions, and that prices would 
have risen in any case. It is not easy , to disentagle the 
specific contribution of the AAA to the final results. 
Such an analysis involves, infer alia estimates of the amount 
of reduction in the quantity sold consequent on increased 
nrices the extent to which the processing tax wa.s passed 
on to the consumer, and the effects of drought. Messrs 
' Nourse Davis and Black have, however attempted tins 
S in re^fpeot-of some crops in their tec Years of 
the AAA|" and their estimates are given below . 


1935 HILLIOISS 0^ BOLLABS) 


Commodxiy Benejit 
Payments 


Increase inlotal value Total gain to 
of crop aitnbutable producers ^ 
to AAA 


Wheat 

326 

Cotton 

462 

Tobacco 

56 

Corn Hogs 

620 


30 
330 
100 to 160 

199 


356 
982 
160 to 206 
321 


28 There is no doubt, therefore, that the activities 
o( the A.A.A. •were of immense bent fit to the U S farmer 
It IS also not open to question that these benefits were 
obtained at the cost of {a) the consumer, in so far as he 
paid tho higher prices and had to curtail his intake, (0) 
the processors, whose scale of business was decreased, 
and (c) tiie general ta-x payer, who had to bear the cost of 
tho prugrararao to tho extent that it was not covered b> 
the yield of the processing taxes It is also possible 
to take tho view that tho benefits were purchased at too 
high a cost But one thing is clear In the absence of 
tho AA\ farm incomes would have remained at low levels 
and would have constituted a heavy drag on the general 
economy The flow of cash into agriculture undoubtedly 
quickened the pace of recovery m the U S 


Benehtft 
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29 The Supreme Court decision in 1936 did not The Soil 
r^.3ult in any significant change in the agricultural policy Conberva 
of the Government The Soil Conservation and Domestic hon and 
Mlotmcnt Act was placed on the statute book m the same 
jear Under this Act, an open or unilateral offu on the ^ot ?9?e 
pa’-t of the Stcrcrary of Agriculture replaced the contracts 
under the original adjustment programmes of 1933 
Oonditional pajments replaced benefit payments direct 
appropriations replaced processing taxes, and the emphasis 
\^a3 shifted from acreage control towards soil conservation 
and upbuilding Tlic only significance of this Act was 
that it functioned as an aid to continued acreage control. 

But limitation of crops was not successful The index 
of ph>sical production reached a record level m 1937 
V'" made the 
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3 . In order to implement the “ ever -normal granary ” 
programme, arrangements for Joans had to be made more 
comprehensive. The obvious agency for this purpose 
was the Commodity Credit Corporation, which was re- 
organised by an Act of March 8, J938. The borrowing 
powers of the Corporation were fixed at 500 miJJion dollars. 
The Treasury was required to appraise the assets and 
liabilities of the Corporation as om March 31 , every year. 
On the. basis of this annual appraisal, the net worth of 
the Corporation was to be adjusted to the amount of its 
100 million dollar capital by (I) payment to the Corpora- 
tion by the Treasury of any capital impairment, or (2) 
payment by the Corporation into the Treasury of any 
excess net worth over its capital . 
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33 The AAA of 193B prov ded for mandatory loans 
to bt. made by tlie Commodlt^ Credit Corporation on 

-specified commodities The loans were envisaged mainly 
in respect of wheat, jCotton, and corn, for which they were 
to be granted upto varjing percentage of the “parity 
price*’, depending on the extent to which domestic con- 
bumption and export were expected to exceed their normal 
\lG^eh Minimum rates were set at 60% of the respective 
^ parity prices The loans were to be given to co operators, 
n CO operator being defined (except m the case of corn) 
as ** a producer on who^e farm the acreage planted to the 
commodity or the crop with respect to which the loan 
18 made docs not exceed the farm acreage allotment for 
tho commodity “ The loans were to bo on a non- 
recourse basis, and no producer was to be personally liable 
for any deficiency arising from the sale of the collateral 
aecuritica any loan unless such a loan was obtained through 
fraudulent representations by him 

34 From 1938 to tho outbreak of the war with Japan 
m 1941, Government policy wag directed towards 
perfecting tho orgaiuaation thus set up Attention was 
mainly dovoted to stream-lining the decentralised local farm 
committees Tho system, as it finally emerged, provided 
for a certain measure of Central Control at the top levels 
along with complete local freedom at tho community 
stage The direction of the entire organisation was 
vested in the Agricultural Adjustment Administrator in 
Washington, On his recommendation (in consul ationwith 
tho State Extension Director and the officials of tho 
principal farmers’ organisations) tho Secretary of 
Agriculture appointed State Commitces, each usually 
consisting of four members including always the State 
Extension Director Below the State Comimttccs came 
the County and the Community Committees, composed 
m each case of three persons elected from among tho 

, CO operating farmers In all there grew up roughly -IS 
State Committees, 3,000 County Conimittces aud 29,000 
CXimmumty Coramittevs As in the original AAA, tho 
salaries of Committeemen, vrhich ranged from about 3 to 
0 dollars per day, us well as the operating expenses of the 
Commiticcs, were deducted from tho funds made 
uvailablo for payment to farmers 

33 Tho rcsponsibibt cs of the Commodity Cicdit 
Corporation were also gradu''lly incrcn-cd In 1939 it 
was made a part of tho Dcprtjncnt of \gricuJt»rr In 
April 1941, the scope of loans was exltmlcd to include 
co-operators in the peanut programm#* In May cf tie 
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wiiich are easily -stored od farms or in tU 
condition in which they leave the farm; 

Direct purchase from farmers, used mainly 
for a number of the field crops and for wool 
and dried fruits, all of -vyhich are also easily 
stored in the condition in which they leaye 
the farm; 


3. - Purchase^ of graded or processed commodities 

from eitner dealers ■ or processors at guaran- 
teed prices, provided the dealer or processor 
bought the raw material from the farmer at 

support prices; and 

. > 

4. Supplemental payments to farmers, used in 
instances where the Government did not like 
to interfere with or disturb normal marketing 
channels. 


Purkase ' majoi load in putting ' these programmes 

and re-flale into effect was naturally carried by the Commodity Credit 
operations Corporation, As regards non-recourse loans, the method 
of c#m- already familiar to the Corporation. The other 

methods could be put into practice only with help from 
corporation. agencies.. It is not possible to describe here the 

manifold devices used in this connection, but it may be 
stated that in the main purchasing operations were con- 
- ducted either by committeemen on the account of the 
Corporation, or by foreign buying agencies, the accounts in 
the latter case being adjusted under lease-lend. Undue 
increase in prices charged to the consumer were prevented 
by the purchase and re-sale operations of the Commodity 
Credit Corporation, which in a number of cases supported 
prices to farmers at one level and sold the produce to pro- 
cessors and distributors at a lower level, the Treasury 
absorbing the loss. 


43, All these activities necessitated further increases 

iTen %7 - : in the borrowing powers of the ,9°^' 

ommodity poration, which were increased to 2,650 mil ion 
ifadit in 194 If to 3,000 million in 1943, and 4760 million in 1944. 

The loans distributed by the Corporation during the war 
years w.ene as under : 
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Tear. 

1941 

1942 
194S 


Cotton.- 

163 

266 

( 842 - 





Wheat, 

361 

461 

162 


Other*. 


984 


215 
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44. As for the purchase operations ofthe Commodity 
Credit Corporation a rough indicator is the level of atoclis 
owned by it at any given moment of time. The position 
in this regard on June 30, 1944 was as under : — 

Stocks Owned by tho Commodity Credit Corporation 
(As on June 30, 1944} 

Commodity. Quantity. - Book Value 
(in 000 dollars). 




Wheat (000 bushels) 98,960 

Corn (000 bushels) 1,951 

C!otton (000 bales) 2,322 

Tobacco (000 lbs.) 168,813 


135,565 

140,920 

87,860 


45. The warlimo activitita ot the Commodity Credit 
Corporation undertaken in 1942, 1943 and 1944 wore 
estimated to cost about one miHion dollars. Roughly 
half this amount was used for dairy feed and milk pay- 
ments, about one-fourth was accounted for by losses 
on sales of ^ecd wheat and tho remainder was made up 
of losses in connection with oilseed crops, processed 
Togotables etc. 

40. Although tho cost of these undertakings has been 
substantial it is small when considered in relation to tho 
total cost ofthe war or even to tho total cost of producing 
food during tho war. Moreover the degree of stability 
that has been maintained in the face of many obstaclco 
compares very favourably with the rise that took place 
during the* last War. Tho general wholesale prict-lcvol 
has risen only 37% sinco August 1939 ns against the' rise 
of more than 100% in the period of nearly equal length 
that marked the duration of tho lust war. The cost of 
living, which before October 1943, was rising by 3/4% 
every month, was for tho whole year 1944, held without 
any change. 


47. Simultaneously with tho operations of the Commo- 
dity Credit Corporation, the Adjustment Administration 
continued its policy of production control. .The aim was 
to help the farm operator to scale his crop production 
- upwardordownwnrd to meetnationalagricuUuraldemanda. 
The Administration uas also in tho best position 
to provide the machinery for making regional break-downs 
of tho national goals set up for crops needed in greater 
tiOantity, and its allotments and marketing quotaa 
prevented n wasteful ('.xpansion of competing but leso 
’-^'Cntial crops. As before, the work in the field 
•‘->rricid out by tho deccntrali^od farmer-committees. 
‘-'•asvtTation wgrkof the Admiuiatrationwa.? continue-' 
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50 That the V S. Government meana business is 
evident from the statement on post war agricultural proh- 
lema made by the Secretary of Agrieulturo, ifr Claude 
R Wickaid, at a hearing of the House of Representatives' 
Special Committee on Poat-War Economic Policy and 
Planning in August 1044. In this statement he mado it 
I ^ clear that the “ Ever normal Granary ” idea should he 
expanded, both as a means of storing part of the yields 
of years of plenty against years of lower production, and 
as a means of stabilising the income of farmers. A farm 
family should enjoy a waj of living comparable to 
that of a family of equal capacity and industry which 
derives its income from business or industry. Parity prices 
for farm products would be one possible index of whether 
this aim were achieved, parity income another. Prices 
and income supporting piogrammes wore also envisaged 
as a part of national farm policy 

51. Price-supports are thus the pivot of post-war 
tl S Agricultural Policj Beginning with tentative at- 
tempts at a marketing control agricultural policy m that 
country Ins tvoUod through the stages of stabilisation 
opt.r»Uions, production adjustment and non-recourse 
loMis to the present full fledged accipt«vncc of the Govern* 
mtnt’b duty to guarantee a fair return to the producer 
It i> also clt ir that nlmt began in a half — apologetic way 
S'! market adjustment involving more or less sclf-fmancing 
arrangements hu*. grown into a of assistance to 

a/nculturo fmaucid from tin general exchequer. 
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Appendix IJ. ' ' • ' 

State A id to Agriculture in Canada. 

OanWian 1. State aasistanco to agriculture in Canada has 

economy: been conditioned by the oyerwhelming m-portance of 

Imvortnnce. g^ports to the country’s economy, and oi wheat amojit j 
ol wheat, exports. It has been estimated by L. R'ismiiisk|i; 

('Anglo-American Trade Prospects’, 

Junc-September, 1943) that nearly 

oryytnnll’r out national income is denvi.a nom 

Exports-: Moreover, 

nearly - 30 and gg^stituted only 5 end 15 pet cent 

reapee 1 y, ^ countries. Caniide was 

If L Ttrweeh barg^nmg » 

. largo as f wtaTt f he consumed 

produced lus was about 40 per cent of 

and her ea^P°if "f Nor was wheat the only Mi 

aggregate wofld ®^P”‘®;^/barley accounted for smal 
■ - crop g Xarta of fruits, yegetables, fob »»i 

• Try products also’^amounted in value to roughly 

thaf of the total exports of wheat. 


arid war I. .2. 
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2 Prior to World War I, '{f tlio 

then- wfeat either 

grain merchants - or to t . Exchange. ®is 

re-sold the produce ‘® gf®,YreTof the farmers, who 
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bv the trading interests. 1 -poard of Gram Supei 
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a final price to th substantial fus^ ^ bivilur 
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were favourably disposed towards the Board But its 
activities aroused the natural opposition the Winnipeg 
Gram ilercbants, and as a result of thier agitation, the 
Board was abolished in 1920 

3 Farmers m general were, however, averse to 
returning to the old state of affairs, and in 1923 tho 
Alberta Growers organis'^d themselves yito the Alberta 
Co operative Wh at Picducera Ltd ^ which was to carri 
on centralised selling opcrilions on exactly the same 
lines as tho defunct Wheat Board In order to ensure 
some stability in tho scale of operations, it was provided 
that members should pledge themsehes to deliver their 
entire produce, for a period of fivt years to the Co opera 
tivo Organisation The example was followed bj iTani 
ioba and Sasketchawan m 1924 and in the same year 
the three provincial orginisalions combined togethev 
to form a Central Selling Agency called the Canadian 
Co-operative Wheat Producers Ltd , otherwise known as 
tho Canadian Wheat Pool During the next three jears 
this OTgamaation marketed approximately Iialf the Cana 
dian wheat crop, and worked smoothly and efficiently, 
Honco when tho original five jear contracts expired in 
1028, thoy were almost all renewed, and tho Pool appeared 
to bo firmly established 

4 By 1928, bowover, tho world wiieat market 
was ripo for a collap c Ever '>iucc tho end of World 
War I, the wheat market w is suffering from a fundamental 
disequilibrium Production in North America, Aus- 
tralia and the Argeutmo was increasing m spite of falling 
prices, because of decreasing costs consequent mainly 
on tho employment of tho petrol engine Meanwhile 
tho European countries, the natural outlets for these m 
creased supplies, were trying to maintain and c\en inert aso 
their domestic crops by liigh tariffs Tho natural nsiilt 
was that the world's stocks of wheat were gradu illy 
increasing, and prices started fulling steadily In 1928 
matters came to a head Ihcro were bumper crop^ m 
tho iArgentmo and Canada, and at tho end of the year 
good quality milling whiat m Livvrpool was fetching 
about 10 fih a cwt as compared with about 11 sh 8d 
tho year before 

0 At this stage tin Canadian Wheat Pool maf'o 
a miscalculation Sharing tin t,tncral fttlmg of sp cu- 
Ifttors that wheat prices bad betn dtchn n*’ Ion • mough 
and that a rre wo> ovcrdtit, the Pool did net liqtiilai« 
Its holdings at lower prices, but earned ver sivrt 
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onBiderable opj^osition among the farmers, the Agri- 
ultural CJommitteo of the Cinadian Parliament held 
mother investigation, before which the farmers pressed 
the necessity for setting up a n itional wheat board simi- 
lar to the Canadian Wheat Board of 1919 20 This plea 
was not accepted and finally the pools cancelled tho 
•sontracts of their members, thus leaving them free to 
market the 1931 crop through any agency they chose 
Tho pools still remained as the owners and operators 
of tho elevators, carrying on basinoss on much the same 
lines as private elevator companies 

9 After 1931 the Central Selling Agency became m 
effect a Government Department for the liquidation of 
the stocks left over from the operations of the Pool The 
Government also attempted to control the Wminptg 
market through the Agencj The nuasures taken in 
this connection included the buying of futures ’’ at times 
when this course was deemed necessary for stabilising 
prices, and of course, spot buying and selling also The 
objective was not only to avoid a fall m prices but 
actually to force them up In this endeavour, the Agency 
was largely successful, but only at. considerable cost to 
the Government while surpluses kept mounting up On 
August I, 1936, the Canadian Government was holding 
nearlj two thir<ls of the total world carry-over of wheat 

10 Tho state of affairs described above led to a 
parhamentarj inquiry, as a result of whioh tho Canadian 
Wheat Boird was passed in Juij 1936 Tiie Act 
provid'^d for the ippomtracnt of a Board of threi numbers 
with headquarters at Winnipeg Provision was also made 
for the setting up of an Ailvisory Committeo limited to 
a mixiraum of seven pt raons, of whom four were to bo 
reprtaontalivts of producers Tho Board was empowered 
“ to sell and dispose of from time to timo all wheat which, 
tho Board maj acquire for such price as it may consider 
reasonable, uith th< objtct of promoting tho sale aiiduao of 
Caiiadtm wheat in world markets** There were no com- 
pulsory proM^ions requiring the farmer to sell his wheat 
to tho Board On the other hand tlio Board was required 
to purcinsc all wheat offered to it at a fixed price, 
accompanied by tho issue of pirticipation certificates 
Hiese certifu, vtcs tntitled the producer to shore m the 
equinbio distribution of tho profits arising out of tho 
operation of the Board during tho current year, and were 
non*transfcrnble 

11 Tho Act Itself did not lav down an\ basis for 
d‘t rmniuig the fii< d prut , thii. biinp left to th ju 1-' 
♦uvat of tho Board, subject to review by tho Gov'.r'' 
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i o be fixed at the beginning of the crop-year, and to remain 
unchanged during that year, irieepeotive. of variatiorin 

th/ cJianges in the personnel of 

Board, and rhe abolition of the Advisory Council in 
December 1935, the Board functioned on the lines set 
out for It, nght up to 1938-39. In that year the total 
cost to the Treasury of the operations of the Wheat Board 
was nearly §648 millions, besides- §12 millions spent on 
the relief of totally indigent farmers. 


Wheab 12. The Government therefore began to feel that 

board some modifications in the working of the Board were 
necessary to ensure (a) that the cost to the Government 
would be at a more reasonable level, and (6) that the 
amount of benefit to the farmers would be related to their 
needs. 


. Benefit 13 . To secure these objectives, the Minister of Agri- 

payments cu|ti2j.0 proposed that benefit payments should be paid 
propose .. farmers on an acreage basis in emergency years — 1939 
was regarded as an emergency year — the payments to 
vary inversely with the yield per acre of the town-ship in 
which the laiid was situated. The scheme may be briefly 
summarised as follows : — 


Propvrtim 
Yield fer of 
acre of cultivated 
Township land eligible 


(in bushelt) 

for 

benefit. 

11-15 

Half 

6-10 

>* 

' 0-5 . 

I ) 


Bate of 

benefit Remarks, 

per acre. 


1.00 

2.00 


2.50 


Subject to deduction 
of 1/lOth for every 
cent by which the 
price of wheat excee- 
ded 60 cents per bu- 
shel from August to 
December. No pay- 
ment to be made when 

the price reached su 
cents. 


Exclnsion 
of large 
scale-- 
farmers. 


14 In case there was a total ju 

riot, farmera -ere to/aee^ve « 
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^cre*^ to tho acreage in respect of which any individual 
farmer could claim the acreage bonus In order to reduce 
the burden on treasury, the scheme was to bo 

financed by a levy of 1% on the average price of all wheat 
passing through the terminal ©levators 

16 These proposals were embodied in the Canadian Ci nadUu 
^Wheat Board Act passed in 193&, with a few nunor amend 
iTpients The basic price was raised from 60 to 70 cents 198 g 
for No I Northern at T’ort William/Port Arthur/Van 
couver A limit of B,000 bushels was also fixed to the 
amount which the Board should purchase from any one 
producer m a given crop year 

16 The outbreak of the war necessitated further World 
amendments The Board was given power to regulate war ir 
dobvoriDS by producers at elevators and loading plat 
forms, not only of wheat but of all typos of gram The 
maximum limit of 6000 bushels for deliveries to tho Board 
was removed and It was provided that storage payments 
could be made on farm stored whe it at a rate not greater 
than tho eatabhshed country elevator tariff rate The 
Board was also charged with the duty of collecting a levy 
not exceeding 16 cents per bushel on wheat utilised for 
human consumption, inoludmg imported wheat and wlieat 
products Fmallv, tho Advisory Committee to assist the 
Board was revived, with cloven members as compared with 
tho seven on the original Committee 

17 In the crop year 1040 41 the Wheat Board hand* ActintUi 
led 306 million bushels of wheat, out of a total of 455 mil ^ 

lion which wcic marketed m Western Canada Tho 1940 4 i 
sum of §0 15 millions was paid during the jtar as paj 
ments for wlicat stoied on farms As a number of liiffi 
oulties arose during the season on norount of the shoitagc 
of storage space, regulations were passed bj Ordu in 
Council in August 1041, providing that no dMivenes 
of any wheat, oats or barloj should be made ivithout 
first securing a permit from tho Canadian Whrat Board 
The Board then instituted a wherobj onlj a 

cutam quota per acxe of wheat, oats or baxlcv could be 
doUacrc<i bj producers The quota was raised gradually 
from 6 to 20 bushels per acre ns the storsgo situation 
Improved and was finally abolished in April, 1041 Tho 
dthaer} quota sjstem became a iigular feature of the 
Board’d activities, and was continued right through the 
war. 


18 Tho impact of tho war nia<lo it nocoasary foi tho Proia tiaa 
production of some rropi to be expanded and for othois control 
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fees were levied on permits issued for the export of oats 
and harloy, and were based on the difference between 
the Canadian piice ceiling and the U S market prices 
The revenue thus realised was distributed after the close 
y of the crop year among all producers who marketed oats 
^,and barley during the period of functioning of the Fund 

21. The Government also used the method of 6ub« 
Bidies to even out the differences between the prices 
of farm products and to stimulate the production of- 
commodities which were deemed essential for the war 
effort, Smce this programme was conceived in the 
interests of conaumeta also, the subsidies were coupled 
with measures designed to reduce the prices of impoited 
products In the case of these imports the Government 
reduced import duties and also resorted to direct consumer 
subsidies The programme was handled by a newly 
established Commodity Prices Stabilisation Corporation, 
whioh was wholly owned by the Crown and was directly 
responsible to the Minister of Finance and to the Wartime 
Pncci ind Trido Board Subsidies weie paid m two 
wajs— (1) Sale of goods at below cost prices by the Coi* 
poiation, and (2) duect payments to producers, impoiteis 
and distributors The total cost to the Government 
of tlie activities of the Corpoiation, from its inception 
uplo December 31, 1944, is shown in the following table 

Operations of the Commodity Prices Stabilization 
Corpoiation, Ltd 


December I, 1941 to December 31, 1944 (m 
milUona of Canadian dollars). . 


Utm 

Amount 

Import Subsidies 

09 4 

Domestic Subsidies 

100 8 

Losses on Commodity Trading 

25 4 

Administiativc Expenses 

2 1 

Total 

227 7 


{Source — Report of the Wartime Prices and Tradu 
Board, Canada, Januaty 1, 1944 to December 
31, 1944) , 


•• of the dome itie subsidies of $100 8 ’ 

gncultural prulucis accounted for $64 24 milH 
be scon from iht following table — - 


SubiidUi 



Subsidies or reimbursements of Domesli 
. - • cultural Products, 

(in millions of Canadian dollars). 


0 Agr^ 


Item. ' ' 

Amount. 

Butter. 

12.86 

Canned Fruits and Vegetables. 

Corn, 

- 3.96 

0.05 

Eggs, frozen. 

0.23 

Fruits, fresh and processed. 

UO 

F beds,- fishmeal. 

0.13 

Jam and Jelly, 

1.02 

Meat. 

' 0.41 

Milk. . 

44.29 


Total j 84.24 


Mills sab. . The largest single item was thus the expenditure 

sidy. in respect of milk, amounting to §44,29 millions, of which 
38.46 million -represented subsidies to consumers. 


Agricul: 24. The most comprehensive measure of State assis- 

turaJ price tance to agriculture in Canada, was, however, the passing 
acf^l944 Agricultural Prices Support Act in 1944. Under 

this Act, which, is designed to guarantee minimum prices 
for farm products against a possible collapse of .such 
prices after the war, a Board is to be set up, financed by 
|200 millions from the Federal Treasury, with the autho- 
rity to purchase staple agricultural products, whenever 
such products cannot be sold on 'the general markets above 
certain floor” prices which will be prescribed. No 
specific formula for determining these “floor” pricw 
is laid down, this being left to the discretion of the Board, 
subject to a- general obligation “ to secure a fair relation- 
ship' between the returns from agriculture and those how 
other occupations”. A Board of tliree members /n-siste 
by an Advisory Committee, representing producers an 
trade . interest, is to administer the Act, Two met o -> 
are prescribed for .supporting prices — (1) the fixation o 
prices at which the Board will be prepared to pure i<y'- 
agricultural commodities and (2), an undertaking to 
good the difference between the uctual average 'j. 
during a season, and the price wiiicli in the judgemen e. 
the Board will bring sufficient returns to the farmer, 
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26 In connection with this A.ct the Minister of 
A^ieulture cxplaintd. that it v, is not inlcndid to control 
produition uftir tlu wit mtins of production or 
delivery quotas However, the Act was envisaged as 
providing a raechaiiism whereby the production of somo 
products may bo decreased and of others increased by 
establishing less attractive floors for some products than 
for others 

20 The history of Agriculture in Canada thus affords 
lUbtancts of almost (i\ery kind of state aasistdicc The 
opurutioiia of the Canadian Wheat Boird cuustituto 
a clas'^io example of state bulk purchase and sale opera 
tions designed to protect the farmer from the incidence 
of unfair prices offered by gram traders Experience 
ltd to this method being supplemented by outright pay 
mcnls on or acreage basis, related to the need of the pro 
duccr as )udged from the productive capacity of the land 
These mcabUTCs were extended to other crops than whea 
during wartime, wlucli also called forth various devices 
to capture a portion of the export profits for the bcnefil 
of the farmer At the same time, the necessity for evok 
mg tho pattern of production dictated by ivar needs, com 
billed with the objcctiie of protecting the consumer 
ugftin''t undue increases In the coat of living, lid to tlu 
grant of generous subsidies both to producers and consu* 
mers rmallv tin moat aignificant feature of the situa- 
tion IS that the Government his rcahsed tlic supreme 
importance of protecting firmtrs against u post war 
tolUpsi of pneis, Hid hu» set up u machiiierj well in 
udvanci to prevent such a dtvelopiuent Canidmn 
expetiente thus proMdes mini tipci of pnci support 
measures which arc well worth careful study. 
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Messrs. Layton and Crovrther in their Study of Prices *' 
ei;timatc that the average annual consumption of the 
country increased from 14.0 million quarters in 1841-45 
to 20.2 million quarters in 1871-76, an increase which was 
proportionately greater than the rise in population durin ; 
the same period. Actually, the golden age of British 
farming began in 1843 rrith Lawes’ invention of super- 
phosphate and the manufacture of artificial fertilisers 
a commercial scale. Imports of feeding stuffs like 
, riaize, beans and oilcakes, the extension of field drainage 
and the utilisation of machinery of all kinds li^c seed drills, 
reaping machines, chaffcutteis and steam cultivators 
belong to this period. This prosperous era came to an end 
in 1877, when for the last lime wheat prices stood at moio 
than 50 sh. a quartei, until nearly forty years later prices 
again soared up with the outbreak of World War I 

in tv. 1 . 


4. The main factor which undermined this pros- 
perity was the increased importation of grain from the S?ort» 
U. S., and meat and cheese from Australia, New Zealand l874-fl8. 
and the Argentine. The price of wheat was' down to its 
lowest level of 223h. lOd. per quarter in 1894, but it 
must be noted that industrial prices also participated 
in thm fall. Tho increased volume of imports into the 
U. K. raaj' bo ilhiatratcd by the following table showing 
the average imports of wheat, barley, oats, beef ond 
mutton in tho first 3 years of each decade from 1881-83 to 
1911-13 

(in millioni of cwts.) 



Wheat. 

Barley. 

Oats, 

Beef. 

Mutton, 

1881-83. 

79.1 

13.0 

13.0 

3.0 

0.7 

1801-93 

93.0 

18.2 

15.4 

5.2 

1-9 

1001-03 

108.6 

2L0 

18.3 

7.4 

4.0 

1911-13 

U9.4_' 

22 4 

18.2 

0.4 

5.4 


( Saurt$ : D.A.B, Qukaeu, ' Wu mx-d BrlUih AstScoItw* p. I 

sl The result was that the orabic farmers of the 
Eastern and Eist Midland and Southern counties could prfe*/ 
no longer pay their way. The situation was worsened 
by a prolonged fall in the general level of prices. The 
Statist’s annual index number of prices, which stood 
St lU in IS73 declined almost continuously until u stood 
M ftl in ISOO. Wages and rents wero adjusted only jurtly 
to this fall, .and the first shock of depression ' 
ukea by tho farmer. 
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It will bo seen that gram crops and potatoes all 
recorded falls, the area under wheat actually decreasing 
to less than half its former level 

10 The movement from corn to stocks also meant 
that less labour was employed The numbers of males 
10 years old and upwards employed in agriculture in 

) Great Britain deolmod fronji 15,43,900 lu 1871 to 
14,29,600 in 1911 

11 At the beginmng of World War I the significance 

of modern warfare and its urgent claim on home agri- 
culture were not at first realised In 1015 the Food Pro- 
duction Committee unammously recommended that far- 
mers should he guaranteed a minimum price of 45 ah 
per quarter of wheat for a period of 6 years, but mflubnced 
by the apparently satisfactory supply position, the Govern- 
ment declined to accept this recommendation But 
this complacent attitude changed ns a result of the poor 
harvest of 1910 which coincided with a period of increased 
shipping difficulties This led to the creation of a special 
Food Production Department m 1917, and compulsory 
powers under the Defence Bcgulationa 'aere lurokcd 
to secure an expansion in the tilled area The total 
ploughed luid of Great Britain md Northern Ireland 
incicasod from 10 9 milhon acres to 11 I million acres 
between 1910 and 1917 This result was to some extent 
called forth hy the d».cislon of the Llojd Gcorci Gov(rn 
ment to accede to the demands of farmem for a guaranteed 
pneo In 1017 the Corn Production Act guaranteed 
prices for who it and oats up to 1922 The same Act 
provided for a minimum wage rate foi npricuUutal 
labourers, ind forlndc increases of rent in rt sponge to t)u 
guaranteed prici s Actu none of tluse mracures became 
necessary since scnrcitj rapidlj forced up b ihtlu prici of 
wheat and th rite of wtgen Tlu gunranictd of 

whcatrangtdhclwon 45hh andOOsh prquarter nh ma 
the market price stood at ovtr 70 sh a quarlcr through 
out the period 1917 21 

12 In 1020 the AgncuUuir Act provided that the 
tmnimum prices should bo OS ah per quarter uf 504 Ifcs 
for wheat and 46 eh pir quarter of 330 lU foi cat* 
Tho<ie figures rwlaUd to 1919 aid Connii icrtrs uck 
to bo apitomtcd to consider for hubicquent \car» the 
percentage by which the cost of producticn of mUrC 
and oats rc-^pcctiveh had chanced ap r ^ uuh 

tbo standard veara. and the mimmun '' i 

adjusted accordingl>. 
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gradually that Government policy 

tarf Tl™, i of “ti™ assistance to agricS 

tare The laoour Cabinet of 1929-31 was responsible 

Tii-i .• measures. The first was the Land 

Utilization Act of 1929, which provided for tho settle- 
ment of the unemployed on the land, and empowered the 
Mini.ster of Agriculture and Fisheries to take over owner- 
ship of derelict land ; but practically no action was taken 
on this Act, The other and more important enactment 
was thp Agricultural Marketing Act of 1931, and enabling 
measure under which a number of Marketing Boards were 
subsequently established. 


Marketing 19, The Marketing Boards thus set up reJated to 
boards. hops, milk, pigs and potatoes. In effect, these Boards 
were afforded a sheltered market for their activities by the 
impo i ion of suitable tariffs and quota regulations on 
competing foreign products. Within this market they 
functioned as oigam'sations of producers which could to 
^ some extent raise the local price, in a few cases by regula- 
* tion of domestic production as well. For instance, imports' 
of foreign potatoes were regulated by a sliding scale of 
tariffs which began with a duty of 4 sh, 8d. per cwt. from 
the 1st November to the 30th June, and then merged into 
the duty on main crop ^of potatoes of £2 per ton during 
July-August and £1 pei ton foi the rest of the year- 
imports from Eire were restricted to certain quotas. 
Similarly, there was a very high duty on foreign hops. 


Production 20. The degree to which a given Marketing Boaid could 

guotas. raise the pidce of the product with which it was concerned 
naturally depended on the extent to which it could exei - 
oise control over the supply. In the case 
Board functioned without friction because it had the power 
' to allot a' quota of production to each 
the sole biiyer of the produce at prices 
by itself. In the same way, the Potato ^ 

licensed potato growers, limiting each 
' and checking extension or the en^ of S 
a charge of £5 per acre on all additions to tl 

quota. 



21 Control of supply was not alwayn possible With 
regard to milk for instance, it was obviously impossible 
to fix, production targets Here the nafunl expedient 
was to manipulate sales in such a way as to obtain tho 
highest net returns from a given distribution of market 
demand The demand for liquid ini*k is partly for direct 
^consumption and partly for tho requirements of processing 
' {‘actories like those for making butter, cheese, condensed 
and dr od milk Ti e Milk Marketing Board endeavoured 
to keep the price of liquid milk for direct consumption 
at a fairly high level, and sold tho surplus to tho processing 
fuotont.3 at comparatively low prices Even then tho 
Government had to stop in and provide a subsidy to 
raise the amount received by the producer on account 
of these sales to proceaamg factories The proportion 
of surplus to liquid milk was spread equally over all the 
producers each of whom was paid for a certain proportion 
of bis deliveries at liquid milk rates and for tho balance 
at processed milk tales plus tho subsidy Such compli- 
cated machinery was, however, not requited m all cases 
To take ono instance, hops repreaentod a very small pro 
portion of tho acUing price of beer, ond tho brokers (who 
wi,ro the only buyers) were willing to pay a roaeonably 
high pnee for It 


22 Tho difficulties confronting Marketing Boards 
which did not have an effective control over '•upplj may 
be illustrated by the working of the Pig and Bacon Mar- 
keting Boards The echemo related only to piga pro- 
cessed into bvcon, so that pigs produced for other pur- 
poses were left uncontrolled Moreover, even the demand 
of tho bacon-curers was not iffcctivclj ennahsed, since 
thiy could buy pigs in the open market oho Tho Pig 
hfarkctmg Board first tried to obtain tho pigs requured 
by tho curers by contract, but failed to obtain the nccca 
sory number The unesttHfactor^ functioning of tho 
schouiolidtothooppomtracntofa Reorganisation Commit- 
tt>c which reported m 1035 In accordance with lU 
recommendations, a Bacon Development Coninuiteu was 
hct up to control tho i>olic} of both the Marketing Boards 
Finally, a Baton Industry Act was p-isstd in 1933 This 
Act laid down that tho Bacon Dcvclopmcni Board was 
to ho supreme in all nntltrs of policy Ihc curing rs. 
tabUshn Lilts were to bo miionalisLil, and the to; r«ct 
syslun was to be revived on a three year basja, the j-nco 
of pigs being Unktel to tlu prices of fe«»l t fc, btuffn Tl i 
scheme could not, however, be put into o{Kr^t,en ow 
to the outbreak of tho war. 


Control ol 

laUt 


Tbs pig 
eod bsQoa 
miuktUcg 
boards. 
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78 

70 


246 ' 

1928 

1929 87 

1930 70 


Beginnings 
of active 
State 

assistance, 

1929. 



18. It wRa only gradually that Government policy 
jeerea rotund to the idea of active assistance to agricul- 
ture. The laoour Cabinet of 1929-31 was responsible 

tt!.v X. measures. The first was the Lund 

Utilization Act of 1929, which provided for the settle- 
ment of the unemployed on the land, and empowered the 
Minister of Agriculture and Fisheries to take over owner- 
ship of derelict land ; but practically no action was taken 
on this Act, The other and more important enactment 
was thp Agricultural Marketing Act of 1931, and enabling 
measure under which a number of Marketing Boards were 
subsequently established. ■ 


Marketing 19. The Marketing Boards thus set up related to 
boards. hops, milk, pigs and potatoes. In ■ effect, these Boards 
were afforded a sheltered market for their activities by the 
impo.i'ion of suitable tariffs and quota regulations on 
competing foreign products. Within this market they 
functioned as organisations of producers which could to 
some extent raise the local price, in a few cases by regula- 
tion of domestic production as well. For instance, imports' 
of foreign potatoes were regulated by a sliding scale of 
tariffs which began with a duty of 4 sh. 8d. per cwt. from 
the 1st November to the 30tli June, and then merged into 
the duty on main crop ^of potatoes of £2 per ton during 
July -August and £1 per ton for the rest of the year. 
Imports from Eire were restricted to certain quotas. 
Similarly, there was a very high duty on foreign hops. 


Production 20. The degree to which a given Marketing Botiid could 
IQotaa. raise the price of the product with which it \yas conoeine 
naturally depended on the extent to which 
cise control over the supply. In the 
Board functioned without fiiction because it had mj 
■ to allot a. quota of production to each S'™"- ‘ 
the sole buyer of the produce at priccc f'»'' 
by itself. In- the same ,ray the m.to 
licensed potato growers, limiting eacl avoiveia by 

and checking extension or ‘'L 

a charge of £5 per acre on all additions to 

quota. 
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" ■xlwava possible. With Contwlol ^ 
51. Control of Buppy impossible •»'«■ , 

gsrd to milk, for mstanc , ^ _ 

fix production-targets. obtain tbe 

=“‘»S£"«?= 

at a fairly high level, and sold the aurplua to tbe processing 
factories at comparatively low priees. Even then the 
Government had to Step in and provide a subsidy to 
raise the amount received by the producer on accoimt 
of these sales to processing factories. The proportion , 
of surplus to liquid milk was spread equally over all the 
producers, each of whom was paid for a certain proportion 
of his deliveries at liquid milk rates and for the balance 
at processed milk lates plus the subsidy. Such compli- 
cated machinery was, however, not required in all cases. 

To take one instance, hops represented a very small pro* ' ' 
portion of the selling price of beer, and the brewers (who 
were the only buyers) were willing to pay a reasonably 
high price for it. 

) 

confronting Marketing Boards m, , 
which did not have an effective control over supply may ® 

kcti'ig^Bcll^Tte sef^"® “ 

tbey could buy^ln canalised, since - 

Marketing Boarf f st Wed The Pig 

by the enters by contract, bnUaHedTri Ifht 

number. The unRflt?ofd ♦ ^ obtain the neces- 
‘'^'“cHlotheappointSSaReo of the 

''hich reported in lDfs t? 

'«macadatiS«, a bLh n:. i with its 

^nunittee was 

^waVt^dt‘ 


^ ^0^ haf»‘ passVdTnrpIs"" This 
'Idea wa, t". he rationahsed and tl. cs- 


24$ 


?v?«5*** original enabling measure wa^ 

.Ji'tl,. Tent (w””? ‘he labour Gove™': 

(^1 Tariffs. ^^5 actual setting up of the Marketing Boards was 

done by its successor, the National-Government. Within 
a few years the National Government also took steps 
to assist agriculture by tariffs, quotas and subsidies. 
Ui these, the first two types of measures were resorted 
to partly in order to safeguard Britain’s balance of pay- 
ments. Even as early as December, 1931, dhe Horti- 
cultural Duties Act imposed heavy duties on the import 
of luxury fruits and vegetables during certain seasons 
of the year. In the course of the next year, the Import 
Duties Act was put into operation, an ad valorem duty of 
10% being imposed on all imports subject to certain 
^ exceptions like, wheat, maize, meat etc. These excep- 
tions naturally lessened the benefits which home pro- 
ducers could expect, and in any case the duties did not 
apply to imports from within the British Empire. 

(H) ^ota 24. A more effecti^ve method of regulation of imports 
rssMoUcms was by means of quota restrictions. We have already 
seen how such restrictions were imposed in respect of 
Irish potatoes. Similar measures were taken for limiting 
the imports of bacon and ham to a level such that total 
annual supplies would be estabilised at approximately 
lOf million cwts. Imports from overseas, which stood 
at 9,9 million cwts. in 1933, fell to 7.5 million ends. 
in 1938. But the result of this policy was to raise prices, 
not only of the locally-produced bacon, but also of the 
imported varieties. In fact, foreign producers ob ame 
a share of the benefits, because they knew the exact 
amount they could supply, and were able to pureue i 
price policy designed to obtain the best possible , 

the quality of bacon which they were ailowe o 
to Britain. 


!) Sub* 


25. But by far -the most 
farmers was made- by way of stiaight 

One example was the wheat ,«echan* 

Wheat Act of 1932, a measure which ateo set «P 

ism for recovering the cost of the subsidy was 

mer. Under this Act all ® ‘t wus 

guaranteed an average price ot 10 sa. pe 

laid down that any difference market should 

the actual average price ruling on the Such 
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This limit was niscd to 1ft million hv tho A>?rt 
culture \ct of 1917 whin proilnotloii linnnfrd tt(« n 
result of the operations of the aubsiilv The wohome 
was financed bj a lory impoaedon 01 uluMit flour uohlhv 
millers or importers of flour, the raloofuliich \iirlul wllli 
the amount of deficioncj payimntB duo to fnrim ro In any 
given \eaT Thus the mon* tho production of win at 
> and tho lower tho pnoo, the higher tho quota paynnnta 
'on flour had to bo fixed In actual ivorking thesohmim 
did not impose much of a burden on the oonsumor beoaunn 
tho total supplies of flour on whloh the levy w»h imposed 
were of tho order of 82 to 81 million cuts , wlnrcau »le 
fioionoy paymentH, ua wc have nttn, w<ro limited to 1ft 
million owta 


26 Similar assistance was given to producirn of onta 
and barley under the Agricultural Act of 1027 A stmi 
dard price of 8 flh per cwt was cstahliulicd for nrilfi, aimI 
deficiency payments were made to growtrn of oAt« when 
ever tho average price ft!) below 7 sh 7d pfr i wt In 
contrast to wheat, the deficitncj payrnmU w»ro mflde 

on an acreage basis of 6 ewts p«r acre, raid'd toliowts 

in 1939 The maximum acreage in resp* ct of which de 
ficicncy payments could be made wa« limited to ten 
elevenths of the area und»r oats in 1917 The amount 
which a particular <;row(r could earn w»» aIao 
to a maximum of £1 ftr a'^r» p'r <*rmun) It .*«■ ah/? 
provided that farmer* could not obtain the *n/i 

b .rley eubfidies an w il isd' firi^nfy pay/ner»**i urnUr tl«> 
\Vhe<‘tA'*t The financing of ih^ Ihtrl/y 

was bj racar*a of pajinti.t* from *”•* Kx'k<qv'r, 
ccnanmcT* wer» theri for^ not dir* '•tly affe^-led. 


27 In th" rear* ju^t the oAhreti rf VArid 

War n the pasm ot f f d arv* »hjc fa- 

vcart>* m*lhfvl ff a>t v 

Scpvmb^r, 1934 -ira'i* - v-^»vdy 'f ^ i- 

-iTi'r to p* /\*^**^ 

Umtod *.t a-' f • ^—4 

XV* 4--- ^ tr* 5 ^ JrfvT ^ 


4« <*5 re v> ^ ' 

Uv'3,*r*' \rr * 

the ' r *■ 

wn. -y •» '' 

teT*r; y>Ar« 
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Shift to 
livestock 
prodnotioa 
hdted. 


bacon and ham fell finm q qk . . 

7.S3 millions in 1938 UiirtL ^ 
in Groat Britain rose rli.^ms- produced 

millions to ".38 miffion, rf 3 « 
inmstigate the real biirdon o i^ci. however, to 

tho‘rffeott™’'’''”“‘" ■’'“ ™‘ p“‘0 -™»te 


iiK^ Bn7rHV r Market. 

Boards. Some figures relating to the subsidies mirk.'i 

<t«rmg the year 1938-39 are, howeyer, Zlatl, O' 


during the year 1938-39 
these are given below : 


State Assistance to Agriculture, 1938-39. 


(in £ Millions}. 


Sugarbeet Subsidy 


1.73 

Sugarbeet Remission of Excise 


1.52 

Wheat Subsidy 


9.29 

Barley Subsidy 

(a) 

0,80 

Oats Subsidy 

(a) 

2.32 

Fat Cattle Subsidy 

(a) 

4.50 

Milk Subsidy 

ib) 

1.66 

Bacoii Subsidy 


0.15 

Land Fertility Scheme 

(a) 

1.30 

Ploughing up Subsidy 

{a} 

0.60 

Drainage 

(«) 

0.40 

Livestock Improvement 


O.IO 

Rating Relief. 


17.00 

TbTAL ; 


41.17 


(a) Approximations 


(b) Includes £605,000 of p&y 
ments towards cheap milk 
for schools etc. 


( Sloufce s Sir Daniel Hall, “Beosnsfcruotion and the Land", p. 42) • 

29. The net effect of all these measures was to halt 
the long-term shift from cereal to livestock produc loa. 
The area under wheat rose from 1-25 million adores 
1931 to 1.93 million acres in 1938. The total ar 
corn crops remained more or less constant, eca . 
ley and oats both fell by substantial ....jd 

ploughed area showed insignificant f „ n jion 
fhe figure of. 9 miUion, which was only about 2 ».Iho” 
acres less, than the corresponding area in lyi • j 



I5i 

large, therefore, the fall in cereal production 'W'as arrested. 
Ad for the livestock population, it showed a considerable 
increase as compared %vitli 1914. Cattle increased from 
7.9 millions in 1914 to 8.9 millions in 1939, cows and 
heifers from 3.2 to 3.9 millions and pigs showed the highest 
increase, from 2.9 millions to 4.4 millions. 

Hj 

30. The outbreak of World War II led to one very 
important cliange in the methods used to assist British 
apiculture viz. the shift of emphasis from subsidies to 
guaranteed prices. The objectives were now to in- 
crease crop production and to provide from home produc- 
tion a greater proportion of the feeding stuffs required for 
livestock,' thus reducing imports and saving valuable 
shipping space. To stimulate output, subsidies and high 
prices were paid, and most important of all, farmers were 
guaranteed a market for their products for the duration 
of the war and one year thereafter. All cattle, sheep, 
pigs and eggs wore purchased by the Ministry of Food 
at fixed piiccs, announced well in advance, and graded 
according to quality. Prices for wheat were fixed and 
a market was guaranteed for all that was produced. M 
for potatoes, minimum und ma.xituum prices were spe- 
cified and the Government gave assurances that tiiey would 
take steps to deal witli uny surplus crop left over at the 
end of the season In the case of oats and barley, maxi- 
mum prices were fixed, but without any aH.suranco with 
regard to a market. 

31. These guarantees, if left without control, would 
Jjavo led to great iiicreasis in ilu- cost of living to the 
eonsuincr, which in turn would h.H’e been reflected in 
ilsmands for higher wages. In order to prevent auch a 
ilevelopment, the Ministry of Food functioned os the hole 
importer of practically uU foodstuffs ami the purchai.er 
of many farm products. The Minibtry made bulk purchase* 
abroad and .^old the produce to c(»nsunuTS by averaging 
high-cost and low-cost supplies. The margins that could 
bo odded by the processors, wholisalere uijJ retailers at 
various stages of marketing were also fixed, umi the 

t'* remuneration of importers and middlemen who acted as 
-gents in the acquisition of supplies, and suinetitnts in 
diilribulion, \va.s ba.-5ed largely on the pre-war level of 
If in tlie com' of .my commodity even thc*o 
uc.isures of control «iro not cfficiiv<* in a.^suring a level 
‘f pfkes fair to the cousuimr the inervaoea in co^i uerc 
by lilt- Ministry and not p.\s>vdon to the uliim.ate 
cujuunicr. 


World war 
n eiQphar* 
is OB soar* 
aoteed 
prices. 


liBport 

coQlrol 
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Eficct on 
prices and 

produdioii 


Tr,r!;s:’ 5 f “‘t ^ 

»^=rly 100 p«.o,k baiweo losT^nl 

n“hf!“‘'‘ti “ 'fo/“T (Ji)27-29=i00) ™ Ij; 

V.I 0 , '!:c frlm 5““"'’ 189.^ Agriculteai 

. lo^G tiom an .iverage minimum rate of 3d sii 9d 

poi week m England and Wales in August 1939 to 65 

oL u the t-nd of 1943-~an increase of 87 percent. The JC 

total value of agnculluraJ output (mcluding tii,e farmer’s ^ 

rose from £290 millions 
in 19oS-39 to £o30 millions in 1942-43, ' 


Agn. ^ 33. The increase of farm prices rvas much greater ' 
vdcT wholesale prices, which rose by only 69 per- 

cent duriiig the war period. The increase in the cost of 
living was even smaller, and the li'Iinistry of Labour 
Index registered a rise of only 30 percent between the 1st 
September, 19^9 and the 1st September, 1944. But the 
smallest increase was in respect of food articles, the prices 
of which rose by only 22 percent. The gap between 
prices received by the farmer and ' prices paid by the ' 
consumer was made good by subsidies irom the Exchequer, 
which amounted to a rate of £221 millions per annum by 
the spring of 1944. 


Wartime doubt that during the war substan- 

profits of profits were made by farmers. In a speech in the 

farmers. House of Commons on the 26th January, ?>Ir. B. S, Hudson, 
the Minister of Agriculture and Fisheri estimated that 
in 1940-41, the value of the output rf 'igrieulture rose 
bv £ill0 millions, compared with the pre-war level, the 
increase in costs during t-he same perjcci being of the 
order of only £46 millions per annum, hir. Hudson also 
stated that samples of farm accounts collected irom all 
parts of rhe countrv showed -‘a steady but varying marked 
increase in farmers’ returns, throughout the jears of the war 
and that after making full allowance for the fact that the 
pre-war years showed profits which were tar too ow 


Aebievs- 
menfcs of 
British 
Agri- 
culture, 
1939 43. 


35. All this was a small price to pay for t e 
lent response of British agriculture (fuj-ing 

>ur. The overall increase in output in 

e war amounted to 70 possible for 

calories and of protein. By 1943, at an 

e Government to maintam total foo ^PP ‘iniports 

equate level, and simultaneously t increased 

one half.^ The following table -shows tim mcrcas 
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Estimated Quantity of Principal Crops Harvested 
(in thousand tons) 




Bar' 

Oats 

Pota- 

Sugar- 

Vtge- 

Fruit 



ley. 


toes 

beet 

tahU. 


1936-38 

1651 

765 

1940 

4873 

*2741 

2384 

455 

(Aierage) 

{1039 

1645 

892 

2003 

6216 

3529 

2428 

836 

1940 

1641 

1104 

2892 

6404 

3176 

2687 

580 

1941 

2018 

1U4 

3246 

8010 

3226 

2974 

326 

1942 

2567 

1440 

3553 

0393 

3924 

3806 

762 

1943 

3449 

1641 

3059 

0822 

3760 

3197 

705 

Pereeniag4 








Jncreau eincs 
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1936-38 

109 

116 

68 

37 

34 

66 


(SourM.**' Stkiiatlca r*l«tIzL3 to Ibo W«r Effort* of tlisD.S". 
mi7j. 


36. It may bo noted timt these results involved a 
coraploto rc\cr'>al of the pre-war movement from crop 
to livestock production. Bctwicn 1030 ami 1014, the 
area under wheat merenstd by 82 0 porcent, and that 
under barltj by OO.G percent, wlulc oats shoued an in 
crease of 51 8 peremt. The total arable land rose fiom 
12 0 million aerv** m 1939 to 19.4 million acre-, ui 1011 
or by 60 percent There was a cortespomlmg Tcduotion 
in the area umlcr permanent <»r.'i»s, which fell from 18 B 
million acres to 117 tmllior The cattlo popula- 

tion was fairlv well raaintunud, but shtep, })»g8 and 
poultry all declined m numl irs 

37. At the end of thi war, thertfore, fc.'ira wtr© 
expre-ssed that 0 difficult p lodof rc-TdjusljiuntU_j aJuad 
of British Tgricnltur*. Ii ivas bclji.\rd t}4Ut the sccidtr 
trend towards hvi'.lccU irodiiction would .e ai trfc lUclt 
and that fortiffii imports would again riK-’/'-.te tropj 
to a aubordmi'e placi. Evtii the ardent txjo- 

nent'^ of the farmers' point of \mw'did not txpei t anv thing 
more than a continuance of tin* pre w it fa^stun of mar- 
Uclmg boards, bub^uins, tariff-i and quotas. 

"S. Happily, such pcs5imi*-tic forchathiigH ha\c tur- 
ned out to bo mibtalu.n. The Liboii Go\<rannM Iim 
put f rward a comp"ihuii i\i .tin nu of M.vt** . tfll'.i.ic 
to agriculture, unparaJUlcd m Britidi aiinnh Ihe 
Miiii'jiLr of Agriculture,* Mr. Thom.is Wdlnju', iPicJi 
In the Uou'ie of Commons on Xovomlnr 10, 19J5 the ,;t 
ral priuciplv's of the Goi^rnmeni'i ignculiur^l j 
He stated that tho Govermaeut proposed to <3 ' 
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Woes for cereals a„f ;;u^^wCl7bTff W 

adwnce of the sowing time. For fat Hve!, ^ T “' 

ogga. minimum priees wm be knowS t„ 

four vearR in l- farmers three to 

■ ra‘rwitinlh:‘rBe T rntS'i 

adwanoe for fat HvelS^U 'td ‘^r 
actual methods for affording an assured maSet weie 
to be worked out for each commodity in the light of the 
system to be adopted by the Government for its procure* 
•ment, distribution and sale. Methods other than that of 
direct Gov^nment pu,chase (c.g. the deficiency-payments 
under the Wheat .Act) are not ruled opt. 


JpUBolenoy - return for the benefits thu? conferred on 

to ba farmers, the Government proposed to insist on increased 
axaotad. efficiency and also to ensure that lands are not allowed 
to lie waste. This was to be achieved by making free 
technical advice and marketing facilities available to 
agrioultuiists and by giving them compulsory directions 
for cultivation. If these directions were not obeyed, itwas 
proposed to take over such lands and to make the fullest 
productive use of theni through the agency of a CommiS' 
sion set up specially for the purpose. Local bodies were 
to be required to assist in the execution of this policy 
nnd to provide the industry with leadership and guidance. 
For this purpose, it was proposed to set up in England- 
and Wales County Committees similar to the existing 
County War Agricultural Executive Committees. These 
County Committees were to be appointed by the Minister 
of Agriculture partly from among those selected by dif- 
ferent sections of the agricultural industry and partly 
from other sources. These Committees were expected 
mainly to promote technical efficiency, working for this 
purpose in close association v/ith the National Advisory 
Service which it was intended to establish in England and 
Wales towards the end of 1946. 


Prica- 
guarantoea 
fcbe prime 
raquiaite. 


40. British agriculture is thus assured of another 
dod of prosperity. The Government of the 
last grasped the essential fact, broughv out f 
ring the war, that the prime requisite for evo g 
el of production requii-ed by the 'fnnt^y ^ 

Loe of guaranteed priees and n^rkets. .,n-ure 

le, the provisions for more efficient 
t farmers do not succumb to the 
lefidng from the price-guarantees and dom^ 
im])rove production. 
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AlPEllDlX IV 


Sfote Aid to Agriculture in Australta * 


1 State assistance to agncuRute m Australia has 
been concerned mainly with wheat, owing to the over 
whi,ltmng importance of that crop m the internal agn 
cultural economy of the country as well as in the export cuUur® 
trade The first crop of wheat was harvested in Aus 
trails m 1789 and the country became self-sufficient in 
the early ‘Sixties’ of the last century Since then pro- 
duction has increased steadily until the peak was reached 
m 1932 33, when Australia produced 214 million bushels 
of wheat (6 8 million tons) of which she exported 160 
million bushels (4 0 million tons)t e a httle over two-thirds 
of tho total production Wheat and wheat flour also 
make up a sizeable proportion of the value of total exports. 

Out of the export trade of £ 157 6 million in 1937 38 
wheat and wheat flour accounted for £ 26 9 million In 
respect of oultivated area also, the crop occupies a pre 
pondcrant position, and during the last quarter of a con- 
turj the wheat acreage has ranged around 13 milUon 
acres on an average, covering about 70% of the agricul- 
tural laud in the country The importance of tho crop 
in tho internal agricultural economy of Australia may be 
seen from the followiog table 

GROSS VALUE OF 


Ye*r 

AgneuiturtJ ProduQUoa 

Wha&t 

R*tto of 

to a^ooltaal 

fuvdtuUoo. 

1937-3S 

93,229 

37,000 

* 30.9 

1938-39 

70,861 

11,089 

28,6 

1030-40 

06,784 

38,776 

30 4 

1940 41 

70,400 

17,145 

24 3 

1041-42 

04,451 

30,7C4 

32 5 

l942-i3 

111,230 

33,041 

29 7 


Tho value of wheat accounts for no less than 29 C% of 
tho total value of agricultural production 

2 Prior to World War I there was no system of World Wm 
S tate assistance to wheat growers in Australia* ^ 

During that war howover, the Commonwealth Govern- 
ment ex<>rcisc<i powers obtained under tho War Pre- 
cautions Act for tho purpobc of establishing compulsorv 


Enic)» »/, tongncuUoro In Aa*trtlin reUt«« 
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Wheat Adianee Act in the ^ame Je" 

a pric( „f 3 sh per buel.cl lesb freight and ’’"S 

The Act was not howevii implemented for want of funds. 

6 The assistance rendered by the f ‘J’® ?Iyment8. 

wheat gtoivcr during this period took the form of relief 
end tounty payments to those who vvereun advene finan 
'))ial circumstances The method 'was for the Comnion- 
wccHh Government to give subsidies to the btntes lor 
the purpose of providing assistance to then groweis 
The {list occasion 'waa in 1931 and a subsidy 
bushel was granted in respect of all ^beat harvested 
during 1931 32 and sold before the end of the crop year 
1932 Sinct the prices continued to be low in the year 
1932 33, the Commonwealth Government granted a total 
buni of £ 2,000,000 to the various States for assistance to 
the wheat growers for reducing the cost of production 
of wheat (including the cost of transport and marketing) 
and for providing for the needs of the individual wheat 
grower. The distribution of this* grant was made by the 
TC'ip''ctivo States generally on the basis of acreage sown 
to wheat Similarly m 1933 34, a sum of £ 3,000,000 
was provided for distribution amongst the States to pro 
vide asaiatancc to the wheat growers who during the 
year ended IQth June, 1033, dori\cd no taxable income, 
or having derived taxable income produced evidenee 
that there wore circumstances which justified such 
•'ssist incc 


6 The assistance rendered m the year 1934 36 was 
in accordance with the rc. commendations of the Royal 
Commission on Wheat, and took tho following forma — 
(») a grant to tath StaU sufficient to make paymintaof 
3 sh per acre sown >yith wheat for gram during the year 
1931, (i») 1 bounty of 3 d, per bushel on wheat harvested 
during the financial \car and boW or delivered for sale 
on or before the 3Ut October 1935, end (»u) dirett pay- 
ments to wheat growers who were in adverse financial, 
tircumstanco? up to a total sum of £ 673,260 


7. From 1931 until 1933, the funds to meet wheat 
payments were provided from the general revunucs But 
in lOJl, in iccordaiico with tho views of the Royal Com- 
tnmion on Wheat (1st Report, 1934) (thicli ri commended 
ih" transference of pirl of tho burden to the shoulders 
«!■ ^ lOSsh per ton m 1933 34 and 

oL mtll 1 S ‘»nd 1935 30, was impo^d 

P"*’!’®'--' of providing « portion 
of tho tovcuuo from whtoU paymeuU could bo diatnbuUd 
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wheatgrlw/br^fol “ fef^^rbo 

up to 193.-35 may be Ln from the fo1l„'rgtXr“‘“ 


Amount paid to 
wheat-growers, 

\ 

Years. 

Bounty. 

1931-32. 

Belief. 

1982-33. 

Belief. 

1933-34. 

Bounty. 

1934-35.) 

Special Belief. 

1934-32.) 


Amount. 

L 

3,429,314. 

2 , 000 , 000 . 

3,053,000. 

1,462,414. 

573,260. 


Belief. 


(1934-36. ' 2,004,944. 

(1935-36. 1,915,869. 


It will be seen that an^average sum of between£2-3 millions 
per year has been granted fay way of relief to wheat-growers. 


Minor re- 9. The position eased a little after 1935-36 ‘owing 

losses to the increased' demand for wheat from China and Japan 
1935*18. ^jiich more than compensated for the shirnkage in Euro- 
pean demand. Prices started rising from 1935 onwards 
and the average price for 1937 was as high as 6 sh. 0 d. 
During 1936-37 and 1937-38 therefore, there was no need 
for any financial assistance to the wheat-growers from 
the Government of Australia and none was given. 


Becurrenoa 10. The year 1938-39 began badly for the wheat- 
of low grower. Prices suffered a disastrous decline at the end 
' 1938 to a point lower than during fhe worst period of 

’ the depression, (viz, 5 sh. 2 d.) and in July, 1939, they 
touched the bottom at 1 sh. 9 d. These fluctuations in 
prices led to immense suffering for the wheat-growers 
and it became clear that the industry was in desperate 
need of State assistance, A comprehensive attempt was 
therefore made by the Commonwealth Government m 
1938 to give assistance to wheat-growers, and a 
of Acts, the most important of which were the Wheat 
Industry Act and the Flour Tax Act, were passed in tm 

year. 


>posal3 

prioe- 


1988. 


11 The main object of this legislation was the stabi- 
lisation of the internal price of wheat in ^ 

level corresponding to a price of 5 sh. - • P 

at sea-board. The essential pre-requisite for the su 



269 


of tills polioy was obviously tbo insulation of the domestic 
price-structure from internalicnal factors. This was 
to be achieved by imposing an adjustable tax on 
imports. By the Wlieat Impoits and Exports Act, if 
the price of imported flour was less than 6sh. 2d., 
uu import duty equal to the difference between 
the borne consumption price and the price of 
.'imported flour was to be levied, subject to a maximum 
'm£7 lOah. per ton. The wheat Imtiorts and Exports 
Act also provided that if the world price was higher 
than the domestic price of 5 sh. 2 d. per 'bushel, an ex- 
port duty should be imposed, the rate of duty increasing in 
proportiontothe difference between the two prices, subject 
a maximum of 1 ah. per bushel. In addition, accordfn'g 
to the provisions of the Flour (Wheat Industry Assis- 
tance) Assessment Act, 1938, a tax not exceeding £ 7. 
lOah. per ton was to bo imposed on all the flour either 
held in stock or manufactured in Australia. Out of the 
proceeds of all those taxes, a Wheat Industry Stabili- 
sation Fund was to bo created, from which grants were 
to be made to the States. The Fund was divided into 
three parts, vix 

(i) Wheal Indusiry Special Account.— Out of tho 
revenues. £'00,000 in tho first year and during the next 
four years such amount not exceeding £ 600,000 as deter- 
anned b> the Minister wore to be utilised to constitute 
tills Account. During tho first year, the following pay- 
nents were to bo made to the States as financial assistance t 


New South Woles 
Vklorin 
South Australia 
Wc..(ern .Austreha 


Total : 


£ A 100,000. 
£ A 200,000. 
£ A 100,000. 
£ A 100.000. 

£ A 600,000 


riric sums wero lo be applied for (he provision of teluf 
10 . lattcswd whoit-gronera in the rcspLctive Slates 
In tb.. next four years the Minister n-as to decide wliat 
amount shou d bo paid to the States uormallv, on ton- 
duion that tlic fund was upphed for meeting the coSt of 
Uouferrnig wheat farmers from land unsuitable fo, the 
* cononuc production of wheat. 


hx) Wheat Tax Aceounl.—M the monfr collected 
h> way of taiw on wheal exported from Australia or on 
vh.at predueert and sold in Australia were accumulatedln 



On • •• f J 

'‘-■‘VO bee,, 3.000 bushels' S 1 ,r*'.'= 

wiii'Tf L- »^‘^^^nteed m resriA/^f ^ roliowma p^j 

■ , ®>«oe 1039-40 quota and 

year. ^ ^, 

1939- 40 

1940- 4J lass freight. 

3 sii.- 0 d. 

1941- 42. o , 

•••••• 3 sb.~0 d. 

^ 942-43. n 

- Co-'-J 

1943-44.. . n,,.^ 

Counhy 

^Wngt^ Couot'J 

1944 - 45 . nil 

s?d°*nes'^^“* lsh.-0d. Country 

Non-quota wheat 3sh.-0d. Counfrr 

Sidings, 

1945-46 rlnT, r. 

sn.-4d. Country sidings. 

guaranteed a nS’^fess* tLiT^f Td b''^ r ” 
respect of quota wheat. ^ 

17. The following table gives ftVures re^ardma the 
fmaacial operations of the Australian TO^t Boarf“- 

Australian Wheat Board : Financial Operations. 

(in £ millions.) 



1S39.^0, 

1940-41. 

1941-42. 

1942-43. 

1943-44. 

Paid to Growers. 
Paid ‘as Freight. 
Expenses. 

31.35 

3.78 

:f.58 

11.07 

1.02 

1.38 

23.91 

3.03 

3.97 

25.S2 

2,37 

2.59 

17.39. 

0.31. 

1.63, 

Total payment. 

38.69 

13.65 

32.94 

30.78 

19.33. 
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Srilfisii: 

j^jmentsiclatopraotwaU) to 

of Australia 

\8 It may 


rrrnwoTR bv wav ot Tcuei J 


.muvu u-a—o r rfViet — 

wlicat growers by ^ay ^ guaranteed pnoe. 

aeUelanaPAyments.l9aM0tol9«-43. 

„ Amount. 

Year £ 

2,486,061 
1,498,693 


The leliei 
under ; 


Continu 
ance ol 
retiet 
payruants 


1939- 40 

1940- 41 


1940- 41 

1941- 42 

1941- 42 

1942- 43 


910,000 

1,851,118 

16,623 

1,108,643 


Thus relict continued to be granted practically on the 
pre-war scalei 

19. With the auoocesful experience of the 

MarkctingBoatdduringthcwar,the Australian Goyemment 

has inuodu^red two Bills with the objeet of at- hilising the 
price of whe.it at 5 sh 2d. per bushel. This price has been 
fired raaiiilj on the ground that it is expected to covet 
the cost of production of the average farmer and to leav„ 
j . ■ . \ . •. tenamsm devised 

... . • • . sameaB'was pro- 

. " ■ Acts of 1938. The 

^larkciin^ Board ^\lU continue to acquire almost 
vU lh«' slocks ns the only agency for marketing inside and 
ou’<^ide Austr.dia and wiU undertake to purcliape wheat 
at 5‘U -2(1. per bushel The guarantee of this price-level 
is bihcd on tv.o factors, ttz, (a) the continuance of the 
cxlrTnul pneo •’.t 10 sli. per bushel, and (b) the creation of 
a Wb-^st StabilisMion Fund in order to support the 
Lvcl. As long as the external price remains 
bi;;h»r th*' ^mranleed price, thf* wheat growers will 
lnv‘ to surrt.mlt.r 50% of the difftrince between the 
guirvntrcd price and the external price. Out of this 
cimUi’nition, a \Vb«.at Stabiltsation Fund will be created 
which Will ho utilised to miiivtain the price at the gunranteed 
IcTfl Nkbcn the external price falls below that level. This 


m 


Lessons 
of Austra- 
lian 

experienae. 


guarantee is to oparatfi fn 

reviewed and reae^d LfoZ it /T 

thre period, if the pri“ ?'n?°“''?^‘ie Period, 

■Fund leading to its exhaL;- « » run o 

out of the- genera] revenuer” The fn?/ 
tlie growers is fixed for the firo* eentributioj 

externa] pricadeve] oonMnue? “ » 

may be reduced in future P’’®™'' m, 

plan for Prioe-stabUferaon'^oarsu?™!) 
degree of reguiation of the nrorf. ““eeed without a o 

So far as suppiy fa concerned the^fc^wT!'!''’^' 
as mentioned eariier fathe„„ Wheat Marketing I 

Austraiia and itTto contfoTa 

manner. For coS^roll.W ! operations in the 

Board ” wiTbe anooiMf/"“‘'““"^”’ “ "Commons 

from each State together^wdthToh®'”^ “ 

Genera] of Agricn]tL and Fv. ®^“™an, the Dir 

itd"XToratig"eTr^^^^^ 

rerwhW !“]!. ^rp™'jui£^F"“' 

aken into account but no hcenoe-hoidcr will be alia 
to grow more wheat and no person withoriicenco 
be permitted to so-w wheat for grain. For other purpo 
tiierG IS no restriction on tie acreage. 


21. The post-war wheat plan of Australia is based 
the expectation that the external price-level will contin 
to be as high as 10 sh. per bushel,-tbat Australia will be 
a position to dispose of 140 million bushels annv ' 
that the production can be planned so as to ma’ 
surplus. However, it has been made clear by * 
in his speech at the time of introducing the s 
of the Bill that the powers acquired thereu 
production are to be used to regulate ac* 
restrict it. Stabilisation of prices will 
curtailment of production and the plan or 
away a part of the higher returns to the ■ 
ous times so as to^ive it back to them ' 

22. "The above account of th" 
policy in Australia with regard to « 
a gradual evolution from relief to g 
finally to a fuIly-worJced out plan tc 
wheat, utilising the resources c 
Itself. 


V. 

T j j... Prices 

Quulionooire Issued by the Pr^es 

(1) It haa augg®*'''’^ '‘v**’lrl ba^t™ maintain prices at a 

'} P) Shodd ?>*«« ^"enrce^oZ on t^r Ws normal 

oent made different for different regions 1 

parities or should the price no , . . , f„ and 

tor the purpose 1 

(_\ The coat of production „i!._ 

^ Vo-or -would you determine such costs, to enable pol*®? 
wV concfotely formulated f What element, shojild 
"ntet into cost f Given that the same product a 

different cost in different parts of Indie (or even within 
the s”me Province), shaU there be differentia] prioes, or 

shall all producora ho given enough to 'over marginal 
ocats of the moat dieadvantageously situated producer, or 
.W,uid the price cover the costs of the average producert 
Shall cost of productiou be periodicelly re-assessed I 
(6) The price level of induotrinl prodnots— 

what base period should be selected at which the ratio 
between egrioultural prices end Industrial prices were 
logotdedaa normal (e. p.-the peri^ before the onset of 
the Great Depression) t What induatnal producte should 
hotaheninto account f Should the prices of, agricul- 
tural products like cotton, sugarcane, oUseeds etc. he 
det-rminod in lelatiop to the prices of the artioloe manu- 
factured therefrom or should the prices of the manu- 
faoturod articles bo adjusted to the prices of agricultural 
products tom which they aio manufactured t 


le) Tho desiiahUity of the maintenance of out put of agrlculs 
' produce or of effecting changes therein — 

sboolti this bQ cOQstTuod as implying the Bftmo quantita- 
tive roUtionshipa betx^een particular groups of produoU 
as that provoiling (i) before the war, (ii) during the war 
ox Oil) a "target’* relationibip for the future f Or should 
ibe price bo dotormlood from season to season with a 
visw to cncoutago or discourago production, as changing' 
condltlona may require from time to time t 
{i\ The desirability of malalianliig am adequate standard of 
life for Iho cultivator and tha Uadless Ubcutex-^ 
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liow should the standard be determined ? Tn t, i 
«onato significance i.c. what .eigitag^si 


“d competing pro- 

^ 

should the price of an agricultural product be deter--^' 
mined m relation to the prices of the substitutes and 
competing pioducts be adjusted to the price of the am- 
cultural product; ® 

{/) Prices at different stages of the marketing process- 
should the price of an agricultural product at the pri- 
mary stage be determined in relation to its prices at the 
subsequent stages, in the marketing process, including 
the retail stage, or should the retail prices and the prices 
at earlier stages be adjusted to the prices of the agri- 
cultural product at the primary stage f 

(g) The incentive to effect agricultural improvements e, g, 
wells, anti-erosion measures, use of fertilisers eto. and to 
increase agricultural efficiency. 

(A) The purchasing power of the consumers. 


(4) Should the fair price be fixed at a point or should it be 
fixed withina range, with a minimum and a maximum at both ends/ 

(5) When should the fair price be announced — at sowing time, 
or after harvest ? When should changes in prices be announced / 


(6) For what period of time, should prices, once announced, 
remain ]Fixed f 

(7) Is it yonr experience that prices of groups of agricultural 
produce move together, so that fixing the prices of a few principal 
products would automatically lead to the gradual regulation of 
prices of others, by natural market forces ? For what types of 
agricultural produce do you recommend that prices should befixed/ 

(8) What administrative machinery do you recommend for 
determining fair prices f Do you agree with the view that this 
should be done by a central agency ? If so, should the centr 
agency be a Department of State or should it be a statntory bo y 

specially created for the purpose f f the ' 

(9) What administrative machinery should be 

enforcement of prices ? Should the machinery be Jtra- 

Tincial hnd should advisory bodies be attached ™ Orga- 

tive machinery ? Or should there be a apeoial , 

nisation established for the purpose and if so, ^ „f 

(10) What measures would you advise for 
prices^ as determined / 


(o) abould tho SUtogivoau undertaking to buy at all times 
unv aurjlua m the ronrUd, wIiilU cennot be disposed oi 
'll th( determined prices/ If lot, wbat &UtrnaiiTo 
mcnaures 'Houltl you recommend / 

(6) woullyou rocomraond the bud iing up of buffer blocks / 

(c) w’ut iro 111 principles that should regulilt soles from 
Cj * buffer 8t< e ks, Within ind outside the touinry, to zaoKt 

the price jiohcy tffcctivtl 

(d) should there be any ajstom of monopoly purcliEso/ If 

80, should tbis bo done by guarinteea to tho trueje or 
through a apo ml eiommodity t-rganmaiioii or ly direct 
Smto ngonoy / 

(«) should tho State have tho right to contn 1 tl o voluoio of 
output through crop planning / 

(/) if prices rise aboto tho elotcrmined price, sht/Uld tho Stile 
lower or abolish import duties in order to Lnoouiage fur 
thor supplies / If pricC'i fall below tho determined price, 
should the State rai«o or impose Import duties or prohi 
bit imports, m order to discourage supplies / 

(y) should imports bo a State monopol>, in order to implo 
mont tho prico policy / 

{h) should tho State ha\o tho right to prohit it exports m 
order to provont a rise m inccs above the dctorminod 
level/ \\ hat other alicrnatlvis would >ou suggest e p , 
nuhsidics f 

(i) should export*! 1 o a State monopolv in order to imphmont 
price p-'Iicy / 

(11) How can tho financial resource:! uccessarv to carry out the 
moimrui ro-'ornmonded bo obtained and how should tho cost bo 
allocatod ? 

(12) On what principles should the mxo of buffer stocks bo 
<'to*mhi« tl m »>rder to mninlain tnets and to tuU \*.r trtri 

fiiu.s/ 

(13) W hat u your ox{ crience of pr CO fixation pol cits durirj. 
tho 1 «8t five voirs / 

(!•*) U iW wouU you ensure an tquuabK <i?HribuiiL i if the 
b ncfits of iho pneo p In \ tmoim the »hffi rent ftc^iculiurjl vlars’’^. 
s g tenanti it v*ill ard lil»ourrrs 

(l^) Whit ap clfiL sio,8 would \ou t ,kc to tnfrrco a rc o ga 
ii-sition tf III u c, in de- i \ccurt ih f d tc cf , ecc uis 
to tho country itoiu tl o vu uompli %d cxpcr duuro tn pr c j-luv t 



Api"jSNj)ix yj. 

The attondence of fche Meaibers of die Pric*- 
Coiim'iittea at the different xMeetings was as follows; 

P'irst uuuiiiKj held at New Delhi en the OlhmidlOth if-’ i 

1. Sir V. T. Krislmamachari; k. c. s. i,, k. 
fChairnian). 

d. 'I ho Hunourablo Ms.-Hoasain Imam. 

;i. Sir Fnzal J. Rahimtcola, c.i.e.. Kt , 

•i. Rao iiahadar M. R. eamiappa Mudaliar, 

5. J3r, L. C. Jain. 

d. Sir Roger Thomas, c.i.i'i., J.?. 

7. Sir Phorozo Kiiarcgafc, c.r.E., i-O.s. 

8. Mr. y. Narahari Rao, c.s.i., ci.S-- 

9. Sir Theodore Gregory. 

10. Dr. V. K. R. V. jW 

11. Mr. O.K. Vakil. 

12. Dr. B. K. Madan. 

Second meeting held at Bombay on the 7th and 8th May, 

1. Sir Pheroze Kharegat, c.i.e., i.c.s. {in the 

2. The Flonourabte Mr. tloasain Imsm. 

3. Sir Fazal I. Rahimtooia, c i.s., Kt- 

4. Dr, L, C. Jain. 

5. Mr, y. Rarahari Roa, o.s.i., o.i.E* 

6. Dr. V, K. R. V. Rao. 

7. Mr. C. N. Vakil. > ' 

8. Dr, B. K. P/Jadan. 

9. Sir B. G. Allan. 

Third meeting hdd at New Delhi on the 17th 

September, 19 do, 

o T ^ 

1. Si? V. T. Krishnamacharij x. c.s.i-, 
(Chairman). 

2. The Honourable Mr. Hossain Imano* 
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3. Sir I’azal I. Rahimtoola, C.I.E., Kt. 

4. Dr. L. C. Jain. 

5. Sir Pherozo Kharegat, o.I.s.i I.C.3., 

6. Khan Bahadur M.A. ilomin. 

7. Sir Theodore Gregory, 

8. Mr. V. Narahari Kao, c.a.i., c.i.e. 

9. Dr. V. K. R. V. Kao. 

10. Mr. 0. N. Vakil. 

Fourth m&eting hild at Bombay on the 25th to the 30th May^ 

mo. 

1. SirV.T. Kriahnamachari, K.c 3 i.,K. 0 .i E. (Chairman). 

2. The Honourable Mr. Hosaain Imam. 

3. Sir Fazal I. Rahimtoola, o.I E., Kt. 

•1. Sir Roger Thomas, o i.e., j.p. 

5. Sir Pherozo Kharegat, o.LE., i.c.3. 

G. Mr. V. Narahari tloo, o.s I., c.i.e. 

7. Mr. N. G. Abhyankar. 

8. Dr. B. K. Madan. 

Fifth meeliuy held at Jaipur from the 22nd to 25th Octoberf 

mo. 

1. Sir V. T. Krishnamacbari, K o s.i, K.a.i.E. (Chairman). 

2. The Honourable Mr. Hosaain Imam. 

3. Sir Roger Thomas, C.I.E., J.P. 

■1 Sir Phoro/.o Kharegat, c.i.b., i.c.b. 

6. Mr. V. Narahari Rao, c.s.l., c.i.E. 

6. Mr. N. Q. Abhyankar. 



